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TRUSTEESHIP IN EVERY BUSINESS 





Every man who holds a position of wealth or power 
is a trustee to the world at large for the beneficent use 
of the influence that position affords him. Recent public 
events have impressed upon us more than ever the idea 
of the trustee relationship in life insurance, but at the same 
time there has arisen the suggestion that this trusteeship 
is peculiar to life insurance; that its rules of procedure 
do not apply to other lines of business. This is a mis- 
take. There can be no progress in commercial ethics if 
there is to be one moral rule of fidelity and obligation 
for life insurance, and another for other business. When 
the idea of ‘‘service’’ as the end and aim of success 
becomes more widely spread, men who attain position 
and wealth will not use either as though they alone 
were concerned, but will administer as ‘‘ trustees’’ the 
power they have secured. 
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WILLIAM C. JOHNSON, 
GENERAL AGENT OF THE PHCENIX MUTUAL LIFE INSURANCE COMPANY. 


MR. JOHNSON APPEARED BEFORE THE ARMSTRONG COMMITTEE AT ALBANY AS THE SINGLE 
SPOKESMAN FOR THE 18,000 AGENTS IN THE STATE OF NEW YORK. 

HE WAS CHOSEN FOR THIS WORK BY THE LIFE UNDERWRITERS’ ASSOCIATIONS OF THE 
STATE. HE ACQUITTED HIMSELF CREDITABLY, BRILLIANTLY, AND WON THE ADMIRATION OF THE 
GREAT ASSEMBLAGE BY THE COOL AND CLEAR PRESENTATION OF HIS CASE, 

AFTER SPEAKING FOR AN HOUR AND A HALF, HE ANSWERED WITHOUT HESITATION THE 
QUESTIONS PUT TO HIM BY MEMBERS OF THE COMMITTEE FOR THE SPACE OF A FULL HALF HOUR, 
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A NEW DEPARTURE IN WRITING SURPLUS LINES FOR AGENTS. 





Association of Standard Companies Formed with Headquarters at Chicago. 


The latest novelty in fire insurance 
organization is the ‘‘surplus line asso- 
ciation’’ of Chicago. The syndicate 
idea is far from new. Railroad syn- 
dicates have operated for years. Fac- 
tory insurance organizations have 
long been successfully conducted. 
More recently there has been organ- 
ized in the South the Cotton Insur- 
ance Association to meet a special sit- 
uation, and now this latest western 
innovation bids fair to fill a ‘‘long 
felt want.”’ 

The new organization will have 
headquarters in Chicago and will be 
comprised of twenty or more stand- 
ard agency companies holding mem- 
bership in the Western Union. With- 
out interfering with the present oper- 
ations of the companies party thereto, 
the association, undera joint policy 
will write excess insurance for any 
agent upon acceptable property the 
same as is now done through the 
usual surplus lines channels. 

A low commission, not over ten 
per cent. will be paid and the compa- 
nies party thereto pledge themselves 
not to restrict their regular lines. In 
other words, it is understood that the 
aim of this association is to write 
strictly surplus insurance for local 
agents, giving them facilities which 
they have not heretofore possessed. 
The association will write lines of 
$100,000 on a single risk and $200,000 
in a single block, each of the twenty 
companies taking a maximum line of 
$5,000. Tariff rules and conditions 
will govern in every case. 

The idea of such a surplus line asso- 
ciation is not new. Its fruition only 


is a novelty. The matter has been 
talked for a number of years, and it is: 
claimed that had this assoviation been 
organized five years ago many of the 
troubles now incident to the surplus 
line question would have been obvi- 
ated. Chief of these is the appetite 
created among London Lloyds under- 
writers for more business than they 
cau obtain through regular surplus 
line channels, resulting in extended 
cut rate propositions put forth by 
American brokers backed by these 
Lloyds. 

Local agents having surplus line 
business to place were often very 
glad to avail themselves of London 
Lloyds insurance for legitimate pur- 
poses, but when they found that large: 
city brokers, in the East especially, 
were using these Lloyds with the war- 
rantees of authorized companies to 
cut under their business, the surplus 
line insurance placed in this way 
gradually dropped off and London 
Lloyds, seeing their market thus di- 
minishing, are now preparing to in-- 
vade the general market, taking in- 
surance without warranty and at rates 
less than charged by authorized com- 
panies. 

If the new surplus line association 
is properly conducted and does not en- 
gage in practices detrimental to local 
agents, it undoubtedly will be able to 
secure much of the business which is 
now being placed elsewhere, for agents 
are quite thoroughly aroused against 
the practices of Lloyds and other in- 
surance organizations which are de- 
moralizing the business. In any event, 
it is likely to cut still more deeply into 
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the surplus line market of the London 
Lloyds and compel them, if they are 
going to write American business, to 
come out openly upon their cut rate 
proposition, thus putting the issue 
squarely before the agents and brok- 
ers of the country. 

It is certain that the surplus line 
insurance offered by a combination of 
big agency companies will be of the 
very best. Among the companies in- 
terested are the following: Royal, 
Etna, Liverpool & London & Globe, 
Phenix of Brooklyn, Commercial 
Union, Hartford, New York Under- 
writers, German American, German 
Alliance, National of Hartford, Fire- 
man’s Fund, Springfield and North 


British & Mercantile. Fred S. James, 
western manager of the National, will 
be president of the association; John 
G. W. Cofran, western manager of the 
Hartford, will be vice-president; and 
W. H. Sage, western manager of the 
German, will be secretary and treas- 
urer. The association will be man- 
aged by William Wood at one time 
United States manager of the Pala- 
tine. The association will be confined 
in its operations to western states. If 
successful in its business, similar asso- 
ciations will no doubt be organized 
for other sections. 

One tendency of the association is 
likely to be the increase of direct lines 
by the companies, especially those not 
members of the association. 








,COMPANIES NOW HOLDING MEMBERSHIP IN THE WESTERN UNION. 





ke The following is a list of the com- 
panies holding membership in the 
‘‘Western Union”’ with the auxiliary 
and associate companies indented: 


1. Aachen & Munich. 

2. Etna. 

American Central. 
Mercantile F. & M. (Mass.) 
4. Assurance Co. of America. 
5. Atlas. 

6. British America (Canada.) 
British American (N. Y.) 
Western (Canada.) 

7. Caledonian. 

8. Calumet. 

9. Commercial Union (Eng.) 
Commercial Union (N. Y.) 
Palatine. 

10. Detroit. 

11. Equitable. 

12. Federal. 

13. Fire Association. 
Philadelphia Underwriters. 

14. Firemen’s Fund. 

Home (Cal.) 

15. Franklin. 

16. German American. 
German Alliance. 

7. Granite State. 

18. Hamburg Bremen. 

19. Hanover. 

20. Hartford. 

Citizens (Mo.) 
New York Underwriters. 

91. Home (N. Y.) 

22. Indianapolis. 

93. Ins. Co. of N. A. 

Alliance (Pa.) 

24. Liverpool! & London & Globe (Eng.) 

Liverpool & London & Globe (N. Y.) 


* 
eS) 





25. London & Lancashire. 
Orient. 
Palatine. 


26. London Assurance. 

27. Michigan. 

28. National (Ct.) 
Mechanics & Traders. 

29. Newark. 

30. New Hampshire. 

31. Niagara. 


32. North British (Eng.) 
North British (N. Y.) 


33. Northern (Eng.) 


34. Norwich Union. 
Indemnity. 

35. Pennsylvania. 

36. Phoenix (Eng.) 
Pelican. 

37. Phenix (N. Y.) 

38. Phoenix (Ct.) 

39. Providence Washington. 


40. Shawnee. 
41. Royal Exchange. 
42. Royal. 

Queen. 


43. Scottish Union. 

44, Springfield. 

45. State (Neb.) 

46. St. Paul. 

7. Star. 

48. Sun (Eng.) 

49,.. Svea. 

50. Traders. 

51. Union (Eng.) 
State (Eng.) 
Law Union. 

52. United Firemen s. 

53. Virginia. 

54. Westchester. 

55. Western Reserve 
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RETURN TO CHARTERED BOARD PRIVILEGES. 





The legal difficulties which the 
‘Chicago Underwriters’ Association’’ 
has met during the past year has led 
the insurance interests of that city to 
conclude to take advantage of a char- 
ter granted in 1861 to the ‘‘Chicago 
Board of Underwriters’’ which espe- 
cially confers powers of making rates 
and disciplining members for violating 
rules. From the years 1848 to 1870 
the Illinois legislature granted many 
privileges to corporations and among 
others granted this charter to the 
“Chicago Board of Underwriters.’’ 

The object, as statedin the charter, 
of this corporation‘‘shall be to promote 
the best interests of all insurance 
companies transacting the business of 
marine, fire and life insurance in the 
state of Illinois; elect, constitute and 
appoint committees of arbitration and 
appeal on fines and penalties, who 
shall be governed by such by-laws, 
tariffs and rules and regulations on 
such matters as may be submitted to 
them by the corpuration; and to in- 
flict upon any of its members and col- 
lect same for the breach of its by- 
laws, rules, regulations, tariffs and 
rates, such fines being collectible by 
action of debt before a Justice of the 


Peace in the name of the corporation; 
shall have no power or authority to 
carry on any business except such as 
is heretofore mentioned in this act of 
corporation or such as is usual in 
boards or associations of under. 
writers’’. 

Although for many years rates and 
rules in Chicago have been handled 
by the ‘‘Chicago Underwriters’ Associ- 
ation’’ the charter of the ‘‘Board’’ has 
been kept alive by the maintenance 
of the fire patrol and regular meetings 
held to transact business. Acting 
upon the advice of eminent counsel it 
was decided to abandon the ‘‘ Associa- 
tion’’ and revert to the chartered or- 
ganization. Thereupon a committee 
of five was appointed by the ‘‘Board’”’ 
to amend its constitution and by-laws, 
especially to provide an increase from 
its existing membership of 23 to 103, so 
that membership of the ‘‘Association‘’ 


could be taken over ina body. Many 
of the obsolete and obnoxious rules 
adopted when the ‘‘Board’’ was first 
incorporated were cut out and new 
and better rules adopted in their place 
as allowed by the charter rights. 

By pre-arrangement the ‘‘ Associa- 
tion’’ and the ‘‘Board’’ were called to- 
gether for meetings upon the same 
days, the Association voting to turn 
the property and effects over to the 
‘‘Board,’‘ and the latter organization 
thereupon elected all the officers of 
the ‘‘Association’’ to serve as officers 
of the ‘‘Board.’’ To accomplish this re- 
sult it required a practically continu- 
ous meeting on the same day from ten 
o’clock in the morning to four in the 
afternoon, a buffet lunch being served 
to members. 

In effecting the change there was 
but one contested point, namely, the 
question of making the salaried man- 
ager the responsible executive officer 
of the organization instead of the 
president as heretofore, but this point 
was finally harmoniously settled in 
favor of giving the manager execu- 
tive authority. 

The changes madein the rules of 
the chartered board as to discipline 
now make it rather difficult for a 
member to get into court until he has 
made several appeals. Another in- 
teresting provision is that by which 
the executive committee is authorized 
to offer a reward not exceeding $1,000 
‘*to any person who shall furnish evi- 
dence that does finally convict any 
member of a breach of the rules regu- 
lating the payment of commission or 
guilty of rebating to the assured.”’ 

This feature of the new organiza- 
tion, together with the fact that it is 
able legally to make rates and enforce 
discipline, is looked upon as the chief 
beneficial result of the change. An- 
other change is the practical elimina- 
tion of ‘‘non-intercourse.’’ the rules 
now providing for the taking of busi- 
ness from any one. but in the case of 
non-members no commission is to be 
allowed. 

Since the enlargement of the 
‘*Board’’ by voting in the new mem- 
bers a special committee has been ap- 
pointed to consider amendments. 
Among other things resulting is a 
change in the rules regarding subur- 
ban agents, giving them a more favor- 
able commission arrangement. 
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DEFENCE OF THE WESTERN UNION AS A RATING ORGANIZATION. 


Review of W..N. Johnson’s Pamphlet Entitled “The Insurance Trust.”—Some Defects in 
the Presentation of Facts and Errors of Argument. 





An ably written pamphlet, entitled 
*‘The Insurance Trust’’ has been pub- 
lished by W. N. Johnson of Erie, Pa., 
and is being circulated by the West- 
ern Union. As an orthodox defence 
of company rating organizations, it is 
worthy of attention for the ability 
and freshness with which it sets forth 
the standard arguments. It is defec- 
tive, however, in that while it pur- 
ports to take the public frankly into 
confidence, it does not actually do so. 
Mr. Johnson says: 

‘‘Unfortunately for insurer and in- 
sured alike, there is a wide-spread 
prejudice against fire insurance com. 
panies which ought not to exist. That 
such friendly relations do not exist is 
no doubt largely due to the fire insur- 
ance companies themselves, for they 
seem to have made no particular ef- 
fort to enlighten the public as to those 
matters concerning which it was en- 
titled to full information. The time 
has come when this information 
should be no longer withheld and it 
is the purpose of this article to give 
this information frankly and fairly, 
so that every policyholder may know 
whether he has any just cause for 
complaint because of the manner in 
which the fire insurance business is 
being conducted.”’ 

What the Western Union has done 
which is to its credit (and there is 
much) is ‘‘fairly’’ set forth as Mr. 
Johnson says, but its defects and er- 
rors are still ‘‘withheld’’ from the 
public. Perhaps this is good policy, 
but is it wise to leave the revealing to 
the enemies of the Union, when it 
might just as well be done by its 


friends? 





Mr. Johnson opens his discourse by 
setting forth some excellent general 
principles which ‘‘the policyholder 
should bear in mind;”’ viz: 

‘*1. That insurance is a tax and 
that the insurance companies may be 
regarded as the agents for the col- 
lection of that tax in small sums from 
the many in order to pay it out to the 


comparatively few who sustain loss 
by fire. 

“2. That the capital which the 
stock companies adventure in the 
business is the guaranty which they 
offer to the public as an evidence of 
their ability to promptly pay all losses 
for which they may be liable. 

“3. That the insurance companies 
must collect an amount sufficient to 
pay all losses, all expenses incurred 
in transacting the business, together 
with a .reasonable profit upon their 
capital invested, or they will be com- 
pelled to retire from the business. 

“4, That itis of the first impor- 
tance to the policyholder, therefore, 
that adequate rates upon all classes 
of property should be collected by the 
companies, otherwise he may find his 
policy worthless in event of his prop- 
erty being destroyed by fire. It is al- 
most of equal importance that the 
rates of insurance shall be no higher 
than the experience of the companies 
has shown to be fair, and that there 
shall be no discrimination whereby he 
is made to pay a higher rate than his 
neighbor upon exactly the same char- 
acter of risk.”’ 


We shall quote some portions of the 
pamphlet for the purpose of determin- 
ing if the Western Union in its acts 
really meets the principles which the 
policyholder is to bear in mind. 


“‘Rates shall be no higher than the 
experience of the companies has shown 
to be fair,’’ says Mr. Johnson, and of 
the Union informs us that it main- 
tains a ‘Classification Bureau” by 
means of which ‘‘the individual ex- 
perience of the associated companies 
is assembled and tabulated for the 
common good. In no other way could 
this important information be ob- 
tained and utilized. For many years 
each company has jealously guarded 
its own Experience or Classification 
Tables as a trade secret, and until this 
Classification Bureau was established 
it was impossible to base the rates 
upon the various classes of risks on 
the general and average experience of 
a large number of companies. Now 
the cost of carrying every class of 
risk can be ascertained and rates fixed 
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by careful and scientific methods in 
accordance with the average results 
thus ascertained, and a corps of ex- 
perts is maintained for the purpose of 
preparing rating schedules upon the 
various classes of insurable property 
based upon such experience.”’ 

The ‘Classification Bureau’’ grew 
out of independent outside effort, occa- 
sioned by the Union’s indifference to 
its need, and was taken over only 
when its advantages to the organiza- 
tion were made apparent by this inde- 
pendent experiment. Moreover, the 
experience tables are even now used 
only toa very limited extent by the 
Union. Had they been used more, 
and had the advantage of their use as 
an argument for public consumption 
been earlier recognized, very much of 
the adverse rate legislation in the West 
would have been avoided. One of the 
great mistakes of the Union has been 
its maintenance of rates ‘‘higher than 
the experience of the companies has 


shown to be fair.”’ 

Mr. Johnson admits that the Union 
has ‘‘signally failed’? upon one point 
of economy in management, namely 
commission cost. He says: 

‘‘At the time of its organization and 
for many years thereafter one of its 
cardinal rules was that no agent 
should be allowed more than fifteen 
per cent. commission upon the pre- 
miums received by him upon any class 
of property. Competing companies, 
outside of the Union, speedily took 
advantage of this rule by agreeing to 
pay to agents representing Union com- 
panies greater commission than fifteen 
per cent., and by that means secured 
a large amount of desirable business 
which had hitherto been written by 
Union companies,or which would have 
been so written, if the agents had not 
been induced to place the insurance 
where they could procure the great- 
est compensation therefor. For over 
eighteen years the Union companies 
endured this unequal competition, en- 
deavoring to maintain the principle 
that the public should not be required 
to pay excessive commission charges 
to agents, and believing that 15 per 
cent. was ample remuneration to the 
agent for the services rendered. Dur- 
ing this time several states passed 
laws which prohibited insurance com- 
panies from agreeing upon the amount 
of commissions to be paid to agents. 


Being restrained by law in some states 
from agreeing to hold agents’ com- 
missions within reasonable bounds, 
and having sustained serious losses in 
premium receiptsin the entire field 
because of this attitude, the Union 
has been reluctantly obliged to recede 
from its position and admit that un- 
less it can have the co-operation of 
those most intimately concerned—the 
insuring public—it cannot keep this 
important item of expense within the 
limits which it regards as reasonable.”’ 


If the co-operation of the insuring 
public is to be asked, should it not be 
frankly told the seat of the trouble, 
namely rates ‘‘higher than the experi- 
ence of the companies shows to he 
fair.’’ The National Association of 
Local Fire Insurance Agents has de- 
clared preferred rates to be the source 
of high commissions. No other un- 
derwriting organization has made a 
similar declaration. Mr. Johnson 
seems to think the Union has ‘‘signally 
failed’’ because of causes outside the 
Union, whereas the cause lies within. 


Concerning the use of rating sched- 
ules by the Union Mr. Johnson says: 

‘In this manner the Union, with 
its carefully prepared schedules for 
rating all classes of risks, has done 
more than all other agencies com- 
bined to improve the character of 
cities and towns, to secure better build- 
ings, to improve old ones, to increase 
the efficiency of fire departments, to 
provide better water supply with 
larger mains, to improve streets and 
alleys, to reduce the possibilities of 
tire, to increase the facilities for fight- 
ing the same and to minimize the con- 
flagration hazard which is present in 
a greater or less degree in every city 
and town. The Union has accom- 
plished so much good in this direction, 
by making discriminating charges for 
deficiencies and credits for improve- 
ments, as to be entitled to the confi- 
dence, respect and encouragement of 
property owners and the public every- 
where.’’ 

Schedule rating, like classification, 
originated and was in use outside the 
Union, long before that organization 
was converted to its benefits. Had 
the schedule been sooner adopted the 
‘‘wide-spread prejudice’ against the 
companies might have been avoided 
or minimized. 
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A further point made by Mr. John- 
son in regard to rates is this: 


‘‘For many years the practice was 
to have rates established by local 
agents, a practice open to two very 
serious objections—first, because the 
local agents could not have the experi- 
ence or the knowledge requisite to 
determine whether rates were cor- 
rectly assessed or not; second, be- 
cause the rate mukers often were in- 
fluenced by self-interest, partiality 
and prejudice, so that discriminations 
in rates were the almost universal and 
inevitable result. Recognizing the 
frequent injustice to property owners 
of this method of rating, the Union 
has advocated the making of rates by 
persons employed especially for that 
purpose, having no personal interest 
and therefore, being enabled to apply 
the schedules prepared by the 
Union impartially and ‘‘without 
fear or favor’’ to all property alike. 
In this manner the Union has been 
enabled to more generally establish 
equitable rates than under any other 
plan, and while it cannot be claimed 
that the results are now always satis- 
factory, they certainly are much more 
so than before the formation of the 
Union.”’ 

The employment of independent 
rating experts has been forced mainly, 
by the anti-compact laws, and in very 
small degree by th3 voluntary action 
of the Union. Had that organization 
earlier recognized the importance of 
applying schedules ‘“‘impartially, with- 
out fear or favor,’’ anti-compact laws 
might not have been so numerous. 


Mr. Johnson describes the anti-com- 
pact law as one which ‘‘prohibits com- 


panies from co-operating in the collec- 
tion of statsitics with reference to 
losses and the cost of insuring various 
classes of property, or in the prepara- 
tion of rating schedules based upon 
such experience, or which prevents 
the companies from agreeing upon the 
rates which may be determined under 
and by such schedules, or which pro- 
hibits the companies from agreeing 
upon the amount of commissions or 
compensation to be paid to local agents 
....1f the insuring public are to obtain 
equitable rates of insurance, the in- 
surance companies must be _per- 
mitted to combine their experience in 
orler to arrive at the average cost of 
carrying every kind of risk....Ob- 
viously, insurance must be based on 


the law of average, and if the com- 
panies are not permitted to assemble 
their experience tables in order to as- 
certain the general average upon each 
class, the business becomes one of 
guesswork instead of science.”’ 

But anti-compact laws do not pro- 
hibit classified experience and sched- 
ules (some of them expressly permit 
them) they only prohibit rate agree- 
ments; and had there been classifica- 
tion and schedules when anti-compact 
laws were first talked they might have 
been defeated. Mr. Johnson’s se- 
quence of argument is backward and 
not forward. 

However, we do not wish to prick 
holes in the Western Union’s defence, 
or make it appear that the organiza- 
tion has done nothing, for it has done 
much; but we do say this, that an 
article giving information ‘‘frankly 
and fairly’’ so that ‘‘every policy- 
holder may know whether he has any 
just cause for complaint,’’ would 
really show that there was just cause 
for complaint against the organization. 
But Mr. Johnson’s article does not 
reveal the Union’s failures, except in 
the commission question, and the re- 
sponsibility for that he puts on out- 
siders. 

Perhaps as a starter the orthodox 
defence, which recognizes no error, is 
best for the untutored and unprepared 
public mind, but it is at least best for 
those of us in the business to recognize 
where some of the trouble really lies, 
than to have it forced upon our atten- 
tion by some ouside bright and pene- 
trating intellect. 


COMBINED GRADED-CONTINGENT COM- 
MISSION. 

One of the new Arkansas companies, the Home 
Fire of Fordyce, has adopted an interesting plan 
for compensation to its agents, embracing the 
contingent feature. It proposes to pay 15 per 
cent. flat on all business. Where an agent 
writes above $1,000 net premiums it agrees to 
allow contingent graded commissions as follows: 
Should losses at the end of the year not exceed 
45 per cent. of net premiums a contingent of 174; 
should they not exceed 30 per cent. a contingent 
of 20; should they not exceed 15 per cent. a con- 
tingent of 224; and should there be no losses a 
contingent of 25 per cent. 
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LOCAL AGENTS’ ASSOCIATIONS AND NON-UNION COMPANIES. 


The ‘‘Insurance Herald’”’ of Atlanta 
sets forth some suggestions to the 
National Association of Local Fire In- 
surance Agents which are worthy of 
consideration. They are as follows: 

The National Association should go further 
than the surface in trying to restore harmony. 
It should recognize the necessity for co-operation 
among all companies and should try and induce 
the non-tariff element to withdraw its opposi- 
tion to stamping offices, and to discontinue its 
efforts to get into established agencies either by 
offering excess commissions or by permitting 
competitive rates on preferred business under 
some pretext. 

Success along these lines would indeed be 
worthy of the highest commendation and result 
in the greatest good to the business as a whole. 

The companies maintaining the Western 
Union in the territory under its jurisdiction and 
those constituting the Southeastern Tariff Asso- 
ciation within the Southern field alone make 
profits possible, not only to themselves but also 
to the agents. Noneshould recognize this more 
quickly than the National Association, and yet an 
opportunity to magnify an error of judgment on 
the part of a member of the Southeastern Tariff 
Association is seldom lost while little criticism 
is made against an outsider whose unfair prac- 
tices are constantly the cause of suspensions of 
the tariff, thereby disheartening the agents. 

The maintenance of local boards is essential to 
to tbe business and if the National Association 
would also direct its attention to the companies 
on the outside and persuade them to help sup- 
port the cause, both morally and financially, 
much tangible good would result to the common 
cause. It is true the non-tariff companies pro- 
fess to leave it to their agents to affiliate or not 
with local boards, but they themselves do little 
or nothing to support the Southeastern Tariff 
Association which alone makes the loeal boards 
possible. 

This selfish practice has continued for a long 
time and it is surprising that the local agents 
through either their national or state associa- 
tions or both have not long ago demanded that 
these companies do something for the com- 
mon good and not share in it without contribu- 
ting. In connection with the support of stamp- 
ing offices it is idle to give an excuse, as in the 
case of Greenville, S. C., that the delay of 
twenty-four or thirty-six hours would ensue on 
all dailies sent through the Columbia office. It 
is an extreme case where such delay would oc- 
cur, as mail facilities are excellent under the 
circumstances. 

Even supposing there were such delays, cor- 
rections in the system could be made. Would it 
not be better to put up with afew inconven- 


iences rather than to disturb conditions in a sec- 
tion where, when the office was established, it 
was deemed a necessity? 

The National Association has never 
taken action towards compelling com- 
panies or agents to membership in 
any particular underwriting organi- 
zation, on the ground, we presume, 
that this is a question upon which in- 
dependent judgment should be al- 
lowed to prevail free from outside 
pressure. It is rather doubtful if 
the organization will ever consider it 
wise, asa matter of public policy, to 
attempt to exert its influence in this 
way. 

But the National Association has 
expressed very definite views upon 
the matter of rate cutting and rate 
wars, for this isan economic situation 
in which the interference of the asso- 
ciation may be justified, and where 
its influence may be properly exerted. 
The association stands impartially 
against rate cutting by any company 
or agent whether members of any or- 
ganization or not. 

It is often true, perhaps usually 
true, that a company or an agent ope- 
rates outside of the board for the ex- 
press purpose of cutting rates. In 
such cases the National Association 
has an interest, not because the agent 
or the company is ‘‘non-board,’’ but 
because of the unfair and unequal 
cumpetition. An agent or a company 
which cannot control business except 
by cutting the rate acknowledges in- 
ability to compete with others upon 
equal terms. 

As to contributing to the support of 
such organizations as the Western 
Union and the Southeastern Tariff 
Association, it is undoubtedly true 
that outside companies are often ar- 
bitrary and selfish in refusing to do 
so. Company managers look at these 
things in different ways. Some 
managers want co-operation in order 


that they may manipulate the ma- 
chinery for their own selfish ends. 
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Some refuse to co-operate unless 
everything is adjusted to suit their 
own views. 

But there isa medium course pur- 
sued by companies who wish to co- 
operate for the common good,—to 
give as well as take. The stamping 
oftice is not always necessary or desir- 
able. Sometimes it is. It depends 
upon local conditions. Where it is 
considered necessary, we believe it 
would be better for all to co-oper- 
ate. But the conditions under which 
the stamping office is operated must be 


absolutely fair and just to all report- 
ing thereto. 

It must be remembered that an out- 
side company reporting through a 
stamping office operated and _ con- 
trolled by the Southeastern Tariff 
Association, places its interests in a 
sense in the hands of those who may 
be antagonistic to its general policies 
of underwriting. Stamping offices to 
be successful, and to command confi- 
dence which will cause all companies 
to report thereto, must be administer- 
ed with absolute impartiality and the 
records must be strictly confidential. 








SHALL DIVIDENDS BE PAID ON ACCUMULATED SURPLUS? 





W. M. Johnson in his interesting 
pamphlet on ‘*The Insurance Trust ”’ 
says that it is a ‘‘mistaken idea”’ that 
dividends declared by the leading com- 
panies are excessive and sets forth his 
defence as follows: , 

If a company is reported to have declared a 
dividend of 20 or 30 per cent., it must not be as- 
sumed that such dividend is excessive, for the 
reason that the stockholders have invested, not 
only the capital, but every dollar of assets as well. 
One of the leading companies has a capital of 
$1, 000,000, while its total assets amount to the 
sum of $16,000,000, so that the stockholders have 
invested sixteen times the amount of the capital, 
and are entitled to the earnings on the entire 
assets, just as much as they are upon the earn- 
inys of the capital first invested. A dividend of 
30 per cent. upon the capital stock, therefore, 
amounts to but 1% per cent. upon the assets. 
Stock of this company has just sold in open mar- 
ket for $1,371 per share, so that a dividend of 
$30 per share would mean a dividend of a little 
over 2 per cent. upon the amount paid per share. 

Elsewhere in the phamplet we find 
these statements: 

Insurance is mutual in principle even when 
conducted by stock companies. 

That insurance is a tax and that the insurance 
companies may be regarded as the agents for the 
collection of that tax in small sums from the 
many in order to pay it out to the comparatively 
few who sustain loss by fire. 

That the capital which the stock eompanies 
adventure in the business is the guaranty which 
they offer to the public as an evidence of their 
ability to promptly pay all losses for which they 
may be liable. 

That the insurance companies must collect an 
amount sufficient to pay all losses, all expenses 


incurred in transacting the business, together 
with a reasonable profit upon their capital 
invested, or they will be compelled to retire from 
the business. 

It seems to us that there is a conflict 
between these two statements. If in- 
surance done by stock companies is 
mutual in principle, then the business 
should not be expected to produce and 
pay dividends upon assets accumulated 
out of the premium fund contributed 
by the policyholder. 

The large dividends of some of the 
stock companies must be defended 
upon other grounds. To pay dividends 
to stockholders upon accumulated 
assets is like dividends upon watered 
stock. It is not correct to say that 
stockholders ‘‘ have invested not only 
the capital but every dollar of assets 
as well.”’ The only investment made 
by the stockholders is the original 
stock paid for. 

The accumulated assets, at least 
that portion accumulated out of under- 
writing profits, is contributed by the 
people who pay the premiums. There- 
fore if the mutual principle is to pre- 
vail in practice, and a dividend is to 
be paid upon accumulated assets, then 
that dividend should be paid to the 
policyholders and not to the stock- 
holders at least so much of it as would 
be represented by the reinsurance re- 
serve. 
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But the stock plan is not in practice 
mutual] to the extent of declaring div- 
idends to policyholders, and the accu- 
mulated profits are legally the pro- 
perty of the stockholders and legally 
they may declare those profits as divi- 
dends upon invested stock, or transmit 
them to the stockholder in the form 
of ‘‘stock’’ dividends, as many com- 
panies have done. 

Nevertheless, it is true that there is 
a trusteeship involved in fire insur- 
ance, as in life insurance, which should 
recognize a mutuality of principle, at 
least to the extent of acknowledging 
that company managers have no right 
to use accumulated surplus for the 
purpose of debauching the business 
and paying off personal scores. The 
surplus of the companies has been 
accumulated quite as largely through 
the industry of agents and the confi- 
dence and loyalty of policyholders, 
as through the skill of managers. 

Therefore we say those managers 
who wilfully use these funds for the 
purpose described are violating the 
essence of their mutual obligation, 
and are seeking to promote their own 
versonal interests with funds which 
they have no right to use in this way. 
This was one of the issues raised a- 
gainst the life insurance companies in 
the recent investigation. 


SEPARATION IN THE WEST. 


The editor of the ‘‘ Insurance Report,” of 
Denver who has recently taken a trip through 
the middle west, and has come in touch with the 
views of company managers, has something 
to say upon separation. He states that the 
** scheme is being overworked and abused some- 
what” and the plan as it is worked today has not 
as many “enthusiastic adherents” as it had a 
year ago. He speaks of the plan as it has been 
worked for the past year, as an ‘out for blood 
measure” which has made it “mighty uncom- 
fortable for agents who see in its abuse the crea- 
tion of shaded rates based entirely upon fictitious 
competition.” 

Of the separation plan itself he thinks that it 
has helped associated companies and strengthened 
the Union, for a ‘‘manager naturally hesitates 
nowadays to defy the rulings of the governing 
body or to take any action that might lead to his 





company’s withdrawal from the Union, because 
such action would necessitate a change in prac- 
tically all of his agencies.” 

But the “‘out for blood measure” of the Union 
arose because one company withdrew in face of 
the possible necessity of a change in ‘*practically 
all of its agencies.” Asa matter of fact it has not 
caused thus far a change in more than one-third, 
but it was the determination of some Western 
Union companies to make good on the proposi- 
tion set forth by the ‘“Report,’’—namely that ‘‘it 
would necessitate a change in practically all 
agencies’’—which has caused the present trouble 
and the criticism against the enforcement of 
separation. As the ** Report” says, ‘‘the out and 
out Union agents were pretty well satisfied with 
separation until this sweeping open rate compe- 
tition measure demonstrated the length to which 
it could be abused.” 

The one vital defect of the Union’s separation 
measure is that it was primarily designed to 
compel membership in the Union, and not to 
defend members against excess commissions in 
the various agencies. The ostensible purpose 
was to meet excess commissions. but the real 
reason, as events have proved, lay deeper,—not 
in the thought of the majority, but in the minds 
of a few,—and the majority have unwittingly 
been drawn into a proposition which has as its 
essence the ‘“‘closed shop” and the ‘*boycott,” 
both of which are opposed to the American idea 
of fair dealing. 


OBJECTION TO FEDERAL REGULATION. 


Judge S. F. Wilson of the Tennessee court of 
chancery of appeals says that the objections to 
federal supervision ‘‘ reduced to propositional 
form are as follows: 

First—Federal supervision is uncon-- 
stitutional. 

Second—It is inexpedient and unwise, 
because it will not protect the public as 
well as supervision by all the states. 

Third—It will invite another corrupt- 
ing agency into the federal politic. 

Fourth—Its adoption will be a force- 
ful argument against the truth of the 
fundamental idea heretofore regarded as 
being an essential basic idea of our free 
representative form of government, in 
that it involves the assumption that the 
people are incapable of local self govern- 
ment. 

These objections can be met by saying: 

First—Federal supervision is not uneonstitu- 
tional, but if it were it could be made constitu- 
tional. 

Second—State supervision, by public testi- 
mony, has not furnished the desired protection. 

Third—It will remove a * corrupting agency ”” 
from the state body politic. 

Fourth—National government supervision of 
insurance does not involve the assumption that 
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the people are incapable of local self-govern- 
ment, any more than the fact of centralized 
control at Washington over any question in- 
volves this assumption. If states rights is so 
important, why not dissolve the national gov- 
ernment and have forty-eight separate govern- 
ments in this country? The national govern- 
ment can and should assume control of those 
things which, like interstate insurance and in- 
terstate commerce, are national in their applica 
tion. 


PREFERRED RATES AT CHICAGO. 


It is proposed to secure a reduction 
jin preferred rates in Chicago indi- 
rectly by using the co-insurance 
clause,allowing present rates to stand, 
but granting a substantial reduction 
for the 80 per cent. clause. 

An objection raised to the adoption 
of this plan is that very few people who 
insure their dwellings would under- 
stand the operation of the clause. It 
is urged that they would accept the 
clanse because it brought the lowest 
rate and in case of loss would follow 
the usual custom of scheduling their 
property at high values only to find 
thut under the 80 per cent. clause they 
were assuming a large part of the in- 
surance themselves. This it is urged, 
would stir up resentment, leading to 
demands for adverse legislation and 
the possible entire prohibition of the 
co-insurance principle. 

This reasoning is no doubt in accord 
with the facts. It may be urged on 
the other hand that if co-insurance 
tends to neutralize the adverse effects 
of high valuation, then it is a desir- 
able thing to adopt. As to adverse 
legislation, that is likely to be advo- 
cated in any event. The real problem 
of the underwriter is to secure the 
application of the co-insurance prin- 
ciple by the gentle art of persuasion 
rather than of compulsion. 





FOREIGN COMPANIES WRITING SURPLUS 
LINES. 


Insurance men, like other classes of business 
men, seem often to go to extremes. Take, for 
instance, the organization of Lloyds concerns 
during 1893, 1894 and 1895. Over one hundred 
and fifty of them blossomed forth in New York 
City, and anything remotely resembling a policy 
of insurance found a ready sale throughout the 
country. Then followed a period when every- 
body in the business seemed to think it incum- 
bent upon him to organize a small stock com- 
pany. A great many of them bobbed up—some 
succeeding Lloyds concerns—and quite a num- 


ber of them failed in short order. Just at pres- 
ent the fad seems to be placing insurance with 
unadmitted foreign companies, and apparently 
“anything goes.” There is scarcely ‘a month 
passes that we do not make reports upon at 
least one or two foreign concerns too small to 
get any considrable measure of recognition at 
home, but which boldly issue their policies for 
considerable amounts upon American surplus 
line risks. We could name a score of these 
concerns which are not worthy of the contidence 
of the insuring public and which nevertheless 
Manage to secure considerable business. Of 
course there are many foreign companies which 
are not admitted to this country, but are writ- 
ing here through reputable firms, who keep 
on hand considerable cash balances from which 
they pay losses and who have authority to accept 
service in case of a suit over a disputed claim. 
Where these safeguards do not exist, however, 
the insured,in case uf loss and the refusal or 
failure of the company to pay, is under the 
necessity of sending his claim to some attorney 
at the home of the company and suing there at 
a large expense, often with little likelihood of 
recovery, even thongh his claim be proved.— 
** Best’s Insurance News.” 


AMERICAN PROFITS SENT HOME. 


The following tabulation showing 
the amounts received from and re- 
mitted to the home offices of the vari- 
ous foreign companies operating in 
the United States is of particular 
interest: 


Received Remitted 


from. to. 
BIOS se idins Sastre serees $13,931 $143.7388 
Atlas ASSUranCe..ecrecece ececee 72.855 
Aachen & Munich......... 7,537 11,443 
British America..cececces- oeccee 22 620 
CN 0050s Gaeeswesce eeccce 161,442 
Commercial Union.... see. abeee 636,~47 


COlBNG .cccce -ccccs covceee 111,158 116.8380 
Hamburg-Bremen......se 115,500 147.051 


Law Union & Crown ..eceee 16 72 2738 
London Assurance.....ee- 207 259.016 
London & Lancashire ..... sabene 805 008 
Liv. & London & Globe... 72.878 1,339,957 
DEOSOOTT coc cen inseee sences-s coecce eeeece 
BEGUM 4<6us Janeen s60sues c0eese 119,140 
POUROTINUGR ccccdec0cec0000 sesees 15.000 
N. British & Mercantile... onewce 825 907 
Norwich Union ......ccce. suanes 274,356 
Northern Assurance...... 1,067 578.495 
PEND inc606 ceenncse conse igatinate 62.939 
Phcenix Assurance...e..ece 156,981 167,689 
TUMOR DOOR ceccects  «csnce + iii 
BUR .cvcvcceccocssesesss» 1,000R81 320606 
ROD ..catdenneden seeseen 11 045 eeeeee 
Royal Exchange ...e. cee 254.454 87.643 
Sun Insurance Office...... 4,750 FO8,763 
ERUONN 66500 snes -sb008s anes 203.494 
Scottish Union & National. coccce 1.333 
DOIOOIR vances soesenees eeccee 150.1100 
DOOR .cckev cused aveues ones coccce 22.025 
"EPMOREIIEDCccnccasecees<s — seave . 57.793 
Union Assurance..ceccccess 15,006 203 796 
Western Assurance....... senses 114 558 


The balance of funds sent home 
after deducting receipts is a good 
index of the success met with by fire 
insurance companies as a whole in 
their underwriting department during 
1905. 
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EFFECT OF SCIENTIFIC METHODS OF FUTURE FIRE INSURANCE. 


Louis S. AMONSON BEFORE THE UNIVEKSITY OF PENNSYLVANIA. 


Fire insurance from its very nature 
cannot safely be local in its character. 


It must be conducted in as broad an” 


average of localities as possible that 
the chance for complete disaster to 
the individual company may be modi- 
fied. Today, therefore, the bulk of 
the business is written by companies 
doing a more or less extended agency 
business, who secure up to 90 per 
cent. and more of the premiums writ- 
ten away from their home town, and 
to whom an agency system well plant- 
ed and developed is essential for 
growth and progress. 

To handle the organization required 
for this purpose effectively and eco- 
nomically is, therefore, the problem 
that confronts the agency manager— 
a problem in which the conditions are 
always changing, and in which the 
results of yesterday are by no means 
an absolute guide for tomorrow. In 
no other profession is there, conse- 
quently, more need for executive 
talent, for greatness of heart and 
mind, for tact and the power of adap- 
tation, combined with a wide experi- 
ence and liberal technical knowledge, 
and in no other profession is there a 
greater readiness on the part of even 
the recognized leaders to disclaim a 
complete mastery of the problems pre- 
sented, or a greater willingness to 
learn the truth taught by the lessons 
of each day. 

The fire underwriter as an agency 
manager is required to have not only 
the executive ability needed for any 
large business—he must havea well- 
grounded knowledge of all industrial 
and commercial conditions, with ar- 
chitectural, chemical and’ mechanical 
problems added, together with a gen- 
eral knowledge of court decisions bear- 
ing on insurance, and the operation 
and application of a multitude of con 
flicting laws in each of the states and 
territories. 


To properly handle a large agency 
system thorough organizaton and sub- 
division of authority is required. This 
sometimes takes the form of general 
agency appointments at important 
centres, clothed with full authority 
to appoint field men and local agents, 
and responsible to the home office only 
for the general results, or department 
organization at the home office, with 
the entire field reporting direct. 

In either case the special agent is 
the long arm of the company, reach- 
ing into every town and village; the 
tireless missionary and educator in 
the field to whom the entire business 
owes a debt of gratitude for construc- 
tive work and material progress in 
the days gone by, and now, and my 
remarks would not be complete with- 
uot touching upon the important work 
committed to his care. 

In his field, sometimes embracing 
a group of states, sometimes a single 
state, according to the strength of the 
company and volume of business trans- 
acted, he is the company. It falls to 
his lot to secure the local agents, to 
inspect business and authorize lines, 
to adjust losses and collect over-due 
balances, to execute the policy of his 
manager, and keep the company in- 
formed of current developments. 
While of recent years the making of 
rates is more and more passing into 
the hands of rating bureaus, and the 
application of rating schedules will 
probably in time be entirely delegated 
to expert specialists, it is well to re- 
member that in earlier days, and to- 
day in many sections, this work still 
devolves upon him. 

It follows, therefore, that a properly 


equipped special agent requires quali- 
fications above the average to secure 


the highest success for his company 
and himself, and this fact has been 
frequently recognized in the promo- 
tion of field men to important execu- 
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tive positions, many, perhaps most, 
executive officers of companies hav- 
ing attained recognition through this 
channel of promotion. 

The anti-compact laws of various 
states resulted in the establishment 
of independent rating bureaus, em- 
ploying their own inspectors to apply 
schedules, and selling the published 
estimates of the relative value of risks 
to the companies interested, but where 
such laws prevail it is very difficult 
to secure uniform action, and the 
property-owner whose criminal care- 
lessness often endangers his neighbor 
as well as himself is encouraged by 
the difficulty of securing joint action 
among the companies to make him 
correct the dangerous conditions or 
pay for them inthe rate. Ultimately, 
I am confident rate-making will be 
made much more of an exact science 
than it is today, and in time not only 
the large cities and anti-compact 
states, but the entire field, will be 
rated by bureaus, having also, per- 
haps, charge of an inspection service 
for the benefit of all the companies 
subscribing to same. 

This will not mean the passsing of 
the special agent—on the contrary, 
his time will be free for the impor- 
tant function of building up and de- 
veloping the agency system of the 
company he represents, if he does not 
specialize and conduct the loss adjust- 
ment or the rate-making, or the in- 
spection service for all the companies 
jointly in a concentrated portion of 
his former field. There is today, un- 
deniably, an enormous duplication of 
work that should be done well only 
once, instead of indifferently a hun- 
dred times, and there are few manag- 
ers of companies today who have not 
given this problem serious thonght: 
The evolution of the agency business 
must mean ultimately. a concentra- 
tion of energies resulting in greatly 
improved product for the same expen- 
diture of time. 

Standard daily reports, standard ac- 
counts, with standard blanks to cover 


all the standard needs of the business, 
including standard policies now in use 
and standard proofs of loss, would 
greatly simplify the situation, at least 
from the local agent’s standpoint, re- 
duce the possibilities of blunders and 

. . * . sd 
give general satisfaction. 

All modern tendencies are in the di- 
rection of simplicity and uniformity, 
where no special ends are served by a 
peculiar and irdividual gauge, and 
what has compelled the mechanical 
and mercantile world to seek for stand- 
ard fittings will also, in my opinion, 
compel the progressive section of the 
tire underwriting world to get together 
in the adoption of various standard 
blanks, by which the agency business 
of the country may be facilitated. 

ITalso look forward to the time when 
a standard classification system, suit- 
able alike to the needs of the large as 
well as the small company, may be 
provided. Such asystem is essential 
as the basis for an intelligent and 
scientific rating system, and must be 
capable of as much detail information 
as might be required by the ten million 
dollar premium company, and yet ca- 
pable of a simple grouping so that the 
experience of the many small compa- 
nies may not be lost in tabulating the 
entire experience of the country. I 
have in mind just such a system, and 
believe that its adoption or something 
similar will before long be deemed es- 
sential in justice both to the compa- 
nies and to the insuring public. 

In co-operation lies the great hope 
of the future for a just apportionment 
of the fire tax, and a reduction of the 
expense, which all underwriters must 
agree is excessive, with joint loss ad- 
justments, joint inspection § service, 
joint rate-making, and a common 
classification. of results, together with 
standard forms of all important 
blanks. 

If underwriters can be brought. to- 
gether on these points, a long stride 
will be made in the direction of pro- 
gress, and with a better understand- 
ing of the situation, I believe the 
State Legislature can be induced to 
permit the necessary co-operation in 
fields where the laws are now prohibi- 
tive of the co-operation essential to a 
successful solution of the great fire 
insurance problems at the present 
day. 
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ARE LOCAL AGENTS TO BLAME FOR OVERHEAD WRITING? 


Companies Not Alone to be held Accountable—Instances where Local Agents have 
Violated Good Underwriting Practices, 


Now that the question of overhead 
writing is again before the companies 
some interesting facts are being 
brought to light as to the way in 
which much of this practice origi- 
nates. No doubt the original idea in 
the minds of agents in taking up the 
campaign was the competition of out- 
side brokers invading territory al- 
ready ussigned to the agent. Never- 
theless the National Association of 
Local Fire Insurance Agents has just 
as firmly condemned over-head writ- 
ing by agents as by companies assist- 
ing non-resident brokers. At the same 
time the overhead writing done, or 
sought to be done, occurs largely 
through the solicitation of the local 
agent. That at least is the testimony. 
In a recent number of the ‘‘American 
Agency Bulletin’? there is recorded 
the following statement from a com- 
pany marager: 

The great difficulty we are experiencing in the 
matter of overhead writing is not that companies 
are doing this, but that agents write over each 
other’s heads. Hardly a day passes where we 
do not receive a line from some agency covering 
a risk located in the bailiwick of a brother agent; 
and I am free to say a good deal of trouble 
arises from our insistence that such risks shall 
be cancelled or the consent of the other agent 
secured to the transaction. 

I further say that we frequently find that 
while our policy is cancelled under such circum- 
stances the insurance is rewritten in some other 
company fortunate enough, or unfortunate 
enough, to have no agency at the point where 
the risk is located. Only yesterday I had a two- 
hour session with a gentleman representing us 
in a flourishing town, within a mile or two of 
one of the large centers of the country. on this 
very question of risks written over his head, not 
for account of this company, but of other com- 
panies represented by our agent in the larger 
town; and to arrange matters so as not to give 
offense to either of our representatives was a 
problem which took up pretty nearly the whole 
of my day. 

But a day spent now and again in the good 
cause is not regretted, little as we can spare the 


time, if good results; but when I say that we 
hardly have had a week in the last three months 
when like complaints have not had to be con- 
sidered, you will appreciate what a tax this 
matter is on our time. What is required is that 
agente shall respect each other’s territory and 
act more promptly and squarely in the settlement 
of disputes of this kind. 


It seems to be not an uncommon 
practice for local agents, (even those 
who perhaps profit the most when 
the anti-overhead writing platform 
is enforced in their favor to request 
the accommodation of companies in 
writing in the territory of other 
agents. These cases are of course, 
few as compared with the total writ- 
ings of all local agents, yet they are 
troublesome cases. 

While true that it is the local agent 
today who generally asks the com- 
pany to write overhead, it is likewise 
true that it is only possible tostop the 
practice by requiring the companies 
to respect the territory of each agent. 
With all companies acting on the 
principle set forth by the National 
Association, it would be impossible 
for any local agent to secure a policy 
written overhead. 

But there is another phase of the 
situation set forth by the manager 
which, so far as we can see, can only 
be remedied by the local agent him- 
self, and that is the writing by said 
agent in the territory of another 
agent in companies not represented 
therein. The case cited is certainly 
an aggravating one. It punishes the 
company which protects its agent and 
that is clearly an injustice. 

It is not for anybody to say thata 
company must have an agent at a 
particular place, and that if it has no 
agent it cannot write at that point. 
But business comity should lead every 
local agent to scrupulously observe 
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the territory of other agents. In our 
opinion it is overhead writing for an 
agent to write insurance in the terri- 
tory of other agents in unrepresented 
companies, provided he can secure the 
insurance in good companies which 
are represented. 

Like every principle of business 
comity, this must be rationally, and 
not technically enforced. It is a clear 
violation of this principle for an 
agent, who desires the insurance in 
companies which are represented at 
another point, and because that com- 
pany insists on protecting its agent, 
to place the policy in another un- 
represented company. 

As an instance of how unfair local 
agents may be in this respect and how 
unwilling to observe the Golden Rule, 
the following is cited by a prominent 
agency company: 

Only recently our secretary wrote to an agent 
wishing to place a risk in an interior town far a- 
way from his locality, referring him to our agent 
there and advising him of our custom of pro- 
tecting our local agents in the control ofjbusiness 
in their fields. Wesent a copy of this letter to 
the local agent to whom we had referred the ap- 
plicant. In due course we received a reply ex- 
pressing gratification and appreciation, but clos- 
ing with the request that the company would not 
apply this rulein case of a risk which this agent 
wished to place, and he hoped that the company 
would write for him in another town 100 miles 
further away than his risk was from the agent 
for whom the company had declined to write 
overhead. 

Here was a case where the agent 
liked the overhead writing rule where 
it protected him but didn’t want it to 
protect other agents,—the very es- 
sence of selfishness. If local agents 
wish to have good practices, like the 
abolition of overhead writing, prevail 
in their business they must do their 
share. There must be a spirit of give 
and take. They must be willing at 
all times to observe the rights and in- 


terests of agentsin other places. It 
is the broad idea of business comity 
which benefits in the long run. The 
narrow view never pays. The agent 
who adopts it isa marked man with 
his company and his name ought to be 
as widely published as the name of a 
company guilty of infringing upon 
its agents’ rights. 


FUTURE POSSIBILITIES OF SEPARATION. 


From the “INsuRANCE HERALD,” Atlanta. 


A recent issue of the “‘ Journal of Insurance 
Economies,” inveighs against separation as prac- 
ticed in the Western Union field evidently believ- 
ing this plan of compensation all wrong. 
Throughout the article a spirit of lovely and 
beneficent goodwill prevails, but nowhere is 
there to be found any reference to the bad faith 
and general disregard of fair practices, which 
forced separation upon the companies and 
made it an issue, not only in the Western field 
but one which may have a bearing upon the 
business of the entire country. 

The tolerance of the companies surprised 
every one, when they endured as long as they 
did the inroads of the non-union element and 
year after year saw their business diverted by 
means of excess commissions and overtures of 
a decidedly demoralizing character. History tells 
us while the situation was growing more acute, 
from time to time, neither the local agents or 


state associations in the West did a blessed thing . 


to alleviate matters. Not until 1905 when the 
local agents of North Carolina spoke right out 
in meeting in advocacy of “ fifteen per cent. 
straight,” as a means whereby the evil com- 
plained of could be averted, did the light pene- 
trate a much beclouded sky. 

There was no other way except by graded 
commissions coupled with separation that the 
companies in the West were enabled to protect 
themselves. If the National Association of 
Local Fire Insurance Agents would add some- 
thing to the sum of buman happiness it might 
advocate equality of representation in all agencies 
and thus prevent certain pirates boarding the 
ship by stealth and looting everybody already on 
board to say nothing of cutting throats. Does 
the confiding Journal believe that a company 
such as the ‘ Continental,” for example, will 
ever have any fixed policy as to commissions so 
long as competitors allow it to remain in 
agencies without some pledge or agreement as 
to the equalities to be preserved? 

Admitting that the rnle as now enforced in 
the West is bad, who was responsible for it? 
Was it not the non-unionists who ran rough- 
shod over their associates until such time as the 
Western Union companies became ashamed of 


- themselves on account of their inability and 


failure to retaliate? Separation in principle 
may be all wrong but it was the only solution 
of the commission question in the West and 
agents themselves would appear to be more at 
fault for present conditions than anybody or 
anything else. By encouraging excess commis- 
sions they have developed greater competition, 
especially in the cities and small prosperous 
towns. 

Notwithstanding this they are now demand- 
ing not only higher commissions but the privilege 
of continuing to represent on an unequal basis 
the disturbing non-union element. Agents in 
this neck of the woods should take warning and 
do what they can to mantain equality in the 
Southern field at least. 
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DRAMATIC HEARING AT ALBANY ON ARMSTRONG REPORT. 





Company Managers and Agents Unanimous in Opposing Drastic Recommendations on 
Limitation of Business and Expenses—Special Report Made for the Journal of 
Insurance Economics by Samuel Davis, Associate Editor. 


Never in the history of legislative 
hearing in the state of New York, has 
there been a more notable gathering 
than that at which the insurance ex- 
ecutives met to protest against the 
enactment of certain features of Senate 
bill 528, which embodied the recom- 
mendations contained in the report of 
the Armstrong investigating commit- 
tee. Officers and experts from seven- 
teen companies were present, and 
these again represented the remain- 
ing companies whose own officials 
were not there. 

Both branches of the legislature sat 
together as a committee of the whole, 
with the special insurance committee 
in the front seats. Senator Arm- 
strong presided, assisted by Lieut. 
Gov. Timothy L. Woodruff, president 
of the Provident Savings, who by 
previous arrangement, had charge of 
the insurance interests. 

The hearing was an impressive one. 
Seldom had so many men famous in 
life insurance been seen together. The 
common danger brought about a con- 
cert of action, which if it could be 
kept up would do much to ameliorate 
the rigors of competitive strife. Every 
part of the great assembly room was 
filled by an audience, the most part of 
which remained there from ten in the 
morning until after eleven o’clock in 
the evening. 

Those who spoke were President 
Morton and Actuary Van Cise of the 
Equitable; President Peabody and 
Actuary McClintock, Mutual; Presi- 
dent Orr and Actuary Weeks, New 
York Life; Counsel Lindabury and 
Actuary Gore, Prudential; Actuary 
Moir, Provident Savings; President 
Ide, Home; Actuary E. E. Rhodes, 


Mutual Benefit; Actuary Jesse J. Bar- 
ker, Penn Mutual; Judge Noyes, 
Counsel for Northwestern; President 
John M. Holcombe and Actuary A. 
A. Welch, Phoenix; Vice-President, 
Ashbrook, Provident Life and Trust; 
Vice-president English, AXtna; Actu- 
ary E. J. Sartelle, State Mutual and 
Vice-President Rand of the John Han- 
cock. President De Boer, of the Na- 
tional and President Tatlock of the 
Washington were present but did not 
take part in the proceedings. 

During the noon recess a small army 
of agents from all over the state en- 
tered the capital and overflowed into 
the galleries, aisles and lobbies. They 
were represented by a single spokes- 
man, Wm. C. Johnson of New York, 
who had been chosen chairman of the 
legislative committee of the various 
life underwriters’ associations of New 
York. His speech was forcible and 
brilliant, and was one of the chief 
features of a remarkble day. He was 


as cool as the proverbial cucumber be- 
fore the notable assembly, which 
numbered not less than 1,500, and was 
never disconcerted at interruptions. 
Indeed, when he had talked for some- 
thing over an hour, Senator Arm- 
strong ventured to suggest that per- 
haps he could conclude. 

This didn’t phase Mr. Johnson who 
calmly retorted that he alone was 
speaking for the agents and he pur- 
posed to cover the entire ground. He 
then challenged the correctness of the 
figures purporting to give the gain 
and loss on first year’s business, which 
were the foundation for the Armstrong 
report’s adoption of the ‘‘select and 
ultimate’’ plan, and clearly proved 
both figures and the deductions there- 
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from to be incorrect. In this he was 
corroborated later on by Mr. Sartelle, 
of the State Mutual. 

It was on this basis that section 98 
of the bill before the committee of the 
whole, was drafted which limits the 
amount allowed for expenses to the 
loading plus the present worth of the 
first five year’s mortality gains. Mr. 
Dawson, the committee’s actuary, en- 
deavored to engage Mr. Johnson in 
an argument upon the matter, but 
Senator Armstrong declined to allow 
any controversy. 

Perhaps the first dramatic turn in 
the proceedings came when Hon. R. 
V. Lindabury, representing the Pru- 
dential, told the committee, with the 
utmost politeness but very clearly 
and emphatically, that if the New 
York legislature undertook to inter- 
fere with the internal management of 
foreign corporations, these would 
withdraw from the state, reprisals 
would occur and great confusion re- 
sult. Mr. Lindabury as a speaker, 
polished and graceful, was most suc- 
cessful in bringing out the fact that 
the companies would resist absolutely 
the attempt to govern them as New 
York corporations. He said that it 
was a fundamental principle that only 
the state of incorporation had plenary 
powers over its corporations. If other 
states followed New York in this par- 
ticular it would inevitably bring about 
federal supervision. 

The various speakers objected to 
different portions of the bill, but all 
agreed in objecting to sections 87 and 
98. The first is a limitation upon the 
amount of contingent reserve which 
may be carried. The speakers were 
unanimously of the opinion that the 
limit was too low, and could conceiv- 
ably lead to insolvency. 

Section 98 came in for the greatest 
condemnation. This provides that 
no company shall use for expenses in 
a given year a greater sum than that 
obtained from the loading and the an- 
ticiputed savings from the first five 
years’ mortality. The speakers 
claimed that the figures given to the 


Armstrong committee by its actuarial 
counsel on this point were wrong, 
and that his conclusion that three 
companies selected as models for this 
purpose could have lived within the 
amounts obtained in this way was 
not true. 

Mr. Ashbrook apologised for refer- 
ring to his company but did so in 


order to make more emphatic his 
statement on the section. He said, 
‘‘With 40 year’s experience in the 


agency management of a company 
which has brought the cost of insur- 
ance as low as any company in the 
United States, I say that I could not 
successfully conduct my company in 
accord with this section ‘98.”’ 

Actuary Rhodes claimed that the 
adoption of this bill would have the 
effect of increasing the loading on 
whole life policies. The Mutual Ben- 
efit’s present loading is not large and 
they could not decrease it. In order 
to obtain the same amount as they 
now have, the premium for an ordi- 
nary life policy must he raised from 
$26.35, now charged, to $29,94 which 
is more than any company usks under 
the rates now in use. He said: ‘‘Much 
as we would regret it, we would pre- 
fer to withdraw from the state rather 
than raise our premiums or forego the 
advantages we now possess in our 
policy contract, by making it con- 
form to the standard prescribed by 
this bill.’’ 

Jesse J. Barker told the committee 
that the bill would compel the Penn 
Mutual either to become in effect a 
New York corporation, or to retire 
from the state. He referred to the 
fact that Massachusetts in 1861 passed 
a law which interfered with the in- 
ternal affairs of foreign corporations, 
but it was quickly repealed. 

An interesting feature of the hear- 
ing was a passage at arms between 
Mr. Sartelle of the State Mutual and 
Mr. Dawson over the standard form 
of policy which the bill requires. This 
form does not provide for cash values 
and Mr. Sartelle said his company 
would withdraw rather than give 
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them up. He also challenged the 
‘‘select and ultimate’’ figures, and de- 
clared them to be incorrect. He said: 
“‘Representing a company under a 
Massachusetts law which has for its 
cornerstone the cash value, I say, in 
au spirit of sadness, we would have to 
retire from your state if this bill goes 
through.”’ 

This probably represents the atti- 
tude of the Massachusetts companies 
and is all the more interesting because 
a bill for a standard policy is now be- 
fore the Massachusetts legislature. 

The greatest difference of opinion 
by the actuaries appeared on the sub- 
ject of dividends. Those connected 
with what are known as annual divi- 
dend companies apparently sympa- 
thized with the belief that the scandals 
unearthed by the Armstrong commit- 
tee could not have occurred except 
for deferred dividends. But Mr. 
Weeks and Mr. Van Cise made very 
strong pleas for deferred dividends, 
both admitting the desirability of an- 
nual accounting. Thelatter made a 
telling point by declaring that the 
only officers under indictment today, 
were the representatives of a small 
company which had never used the 
deferred dividend system. 

Judge Noyes, of the Northwestern 
reminded the committee that there 
were constitutional questions which 
they should keep in mind. The 
Northwestern had built up a valuable 
business in New York and he ques- 
tioned the power of the legislature to 
deprive them of the rights which were 
acquired under the present laws. ‘“‘If 
you can legislate for the internal af- 
fairs of a foreign corporation then we 
cannot continue to do business here.’’ 

On behalf of a committee of seven 
representing twenty-six actuaries who 
had come together previously to con- 
sider this bill, A. A. Welch, of the 
Phoenix Mutual, presented a _ brief 
which embodied their objections. 
Briefs were also filed by Mr. Rand for 
the John Hancock and by Judge Noyes. 

An eminent lawyer, Wm. B. Horn- 
blower, who is a director in the New 


York Life, addressed the committee 
from the point of view of a director. 
He argued for greater latitude than 
the bill allowed for investments, for a 
larger contingency reserve, and said 
that the bill as a whole was too dras- 
tic and revolutionary. 

This great hearing of supreme im- 
portance to the interests affected, 
finally adjourned,after being in session 
13 hours, to meet again the following 
week. The question is, what effect 
will the hearing have in securing 
modifications of the bill? There isa 
general feeling on the part of those 
who carefully watched the delibera- 
tions, that much good was accom- 
plished by the testimony of the ex- 
perts. 

In the first place the committee was 
very fair in its attitude. Senator 
Armstrong several times remarked 
that the speakers should not spare 
their criticism of the bill as the com- 
mittee was seeking information. 
Hence he welcomed anyone to talk 
who had facts and information to pre- 
sent. The committee would sit as 
long as necessary to cover the ground. 
The members of the committee asked 
questions freely. 

In the next place the committee of 
seven actuaries has been invited to 
meet the Armstrong committee in ex- 
ecutive session. This is a very hope- 
ful opportunity, as it will give the 
committee a chance to learn the dif- 
ference between the ideas brought 
forth by a theoretical actuary and 
these ideas handled by those whose 
theoretical knowledge has been tem- 
pered by experience and responsibility 
in the actual conduct of companies. 

In conclusion it seems fairly safe to 
predict that the drastic and impossible 
conditions which this bill would im- 
pose, will be modified, at least to out- 
side companies, to such requirements 
as may in reason be complied with by 
them. ,; 


PALADINS OF PROGRESS. 


To the Editor. 

Your “Open Door of Opportunity”, is ffne 
readiug, but I venture to suggest the substitution 
of the term, ‘ paladins of progress’ or something 
equally euphonious or more expressive, instead 
of “ captains of industry ’’, which, in the ligbt of 
recent developments, has become too suggestive 
of the french expression, ‘“‘chevalier d’industrie.” 

W. F. Scheele. 
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GOV. PATTISON ON THE TAXATION 


During the height of the recent po- 
litical state campaign in Ohio, as the 
result of which John M. Pattison, 
democratic candidate, was elected gov- 
ernor in a strong republican state, it 
was charged by Mr. Pattison’s op- 
ponents that he was opposed to the 
taxation of life insurance companies, 
particularly of the Union Central Life 
of which he was president. Mr. Patti- 
son frankly met this ‘‘charge,’’ and 
stated his views to the people of Ohio. 
They evidently were not disturbed in 
their determination to elect him to 
oftice by his assertion that life insur- 
ance was not a proper subject for gen- 
eral taxation. Here is the way in 
whith Mr. Pattison answered those 
who ‘“‘challenged’’ his position upon 
this question: 

‘““A number of Ohio papers have 
stated that I opposed all taxation of 
Life Insurance Companies, particu- 
larly our own. 

“It is true that I have always been 
upposed, and am now opposed to the 
taxation of Life Insurance Companies. 
Taxation of a Life Insurance Com- 
pany is not taxation of the company, 
but of the policy-holders; because tax- 
ation of a Life Insurance Company 
like the Union Central is a tax levied 
on the premiums, and these premiums 
are paid by the policyholders. Ac- 
cordingly, any tax levied on such an 
insurance Company is simply a tax on 
the policyholders, and the money paid 
by a Life Insurance Company as taxes 
is simply the policyholders’ money. 
The amount paid in taxes isso much 
taken from the premiums that the 
polisyholders pay, and it lessens their 
dividends; soit is the policyholders’ 
money, and in many cases this same 


money had already been taxed when: 


in the hands of the policyholder and 
before if was paid to the company; 
hence, it is double taxation. 

‘Besides, it is poor statesmanship 
to tax thrift. It is right for a man to 


OF THE LIFE COMPANIES. 


protect his wife and children, and to 
provide a way, if possible, so that they 
will not be wards of the county or 
State, and life insurance does this 
more than any other one thing. While 
there are a few large policies, the 
average policy is less than $2,000, the 
yearly premium of which is less than 
$60, so that the premium of the aver- 
age policy in this and all Life Insur- 
ance Companies is but a little over 
$1.00 per week, and this is upon what 
the State of Ohio is levying a tax. 
‘“‘As President of the Union Cen- 
tral. and as one of the trustees for our 


policyholders, I have argued that this 
tax was wrong and grossly unjust. 


“The Insurance Department of the 
State of Ohio, when originallly organ- 
ized, was for the purpose of providing 
a department that would look after 
the interests of the policyholders, and 
provision was made that as it was for 
the interests of the policyholders, 
they—the policyholders—could well 
afford to pay the expense and should 
do so, so that the State would be at 
no expense. This was right; but, 
from time to time, members of the 
Legislature wanting sums of money 
to appropriate, sometimes for un- 
necessary things and unnecessary of- 
fices, have taxed these policyholders 
of Ohio who carry life insurance, not 
only enough to pay the expenses of 
the Insurance Department, but have 
collected large sums of money besides, 
and in 1904, while the expenses of the 
department were less than $50,000, the 
taxes collected amounted to nearly 
one million dollars, and thus more 
than three-fourths of a million of dol- 
lars were coilected and paid by the 
holders of life policies, and this was 
in addition to what these same per- 
sons paid in the regular way as taxes. 

“The tax is 2 1-2 per cent. on gross 
premiums, with no deduction for sums 
returned as dividends, expenses or 
death losses. 

“Should I be elected Governor, I 
could not change this unjust law, nor 
would it bein my province to do so. 
It is for the people of the State through 
their representatives, to say whether 
the present law is just or unjust.’’ 


JOHN M. PATTISON. 
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NORTHWESTERN LIFE’S PLAN FOR WRITING NEW BUSINESS. 


FROM THE EXECUTIVE OFFICERS’ REPORT TO POLICVHOLDERS. 


The primary business of a life insur- 
ance company is to insure lives. A 
proper amount of new business is es- 
sential if the best permanent results 
are to be secured. This company 
has always recognized the fact that 
while new lives were desirable, they 
should not be taken on at a rate of ex- 
pense which would render the new 
business a burden rather than a benefit 
to existing members. 

The agency work of the company 
has, from the beginning, had the most 
careful consideration and is so sys- 
tematized that it is believed that no 
company is conducting this branch of 
its work at a lower rate of expense or 
getting as large returns for the money 
expended. ‘The field work of this 
company isand has been conducted 
on the general agency system, under 
which competent men who have 
proved their efficiency in the agency 
work of this company are placed in 
charge of a field, consisting of a state 
or part of a state, in which field they 
are held toa strict account for the 
proper transaction of the company’s 
business. 

There are eighty-one general agency 
contracts, all of which are made di- 
rect with the company. These con- 
tracts provide for no allowance or com- 
pensation whatever except a commis- 
sion on new policies, ranging from 30 
per cent. to 45 per cent. of the prem- 
iums (in no case exceeding the latter 
figure), with ten renewal commissions 
of 7% per cent. and an extra commis- 
sion of 7% per cent. the second year, 
and being all alike in this respect, the 
financial returns to the general agent 
depend upon his ability to secure busi 
ness for the company and agents to 
assist in so doing. 

The general agent is required to se- 
cure and maintain at his own expense 
suitable offices and office assistants, 
and pay his necessary traveling and 


all other expenses incident to the bus- 
iness. He collects not only the first 
premiums on the new business, but 
also the renewal premiums on all the 
business in force in the field covered 
by his contract, taking all the risk in- 
cident to the handling of these funds 
without other compensation than the 
contract commissions,and a collection 
fee averaging 1'% per cent. on prem- 
iums in which his commission inter- 
est has terminated, and on _ policies 
not written under his contracts. 

All agents and solicitors are ap- 
pointed by or under the direction of 
general agents, subject to approval by 
the company, and their entire ex- 
penses and compensation (excepting 
certain renewal commissions—aggre- 
gating each year but a comparatively 
small amount and included in the 
total of commissions paid), are borne 
by the genera] agents. Including gen- 
eral agents there are 3,946 agents and 
solicitors and the total commissions— 
first year, renewal and collection— 
paid in 1905 aggregated $3,393,432.87 
or an average of only $860 to each 

This dues not mean that substantial 
incomes were not secured by some of 
the agents. Unusual ability and in- 
dustry bring their rewards in this as 
in all lines of legitimate work. Some 
of the general agents have, by liberal 
expenditure of their money and in- 
defatigabie work, extending over a 
long period of years, secured large 
numbers of agents and corresponding- 
ly large amounts of insurance, with 
incomes in proportion. 

One general agency of this com- 
pany, for example, has written dur- 
ing the last 22 years and has in force 
today more insurance than any one of 
54 of the 79 old-line companies and 
only 20 of the 79 companies exceeded 
in premium income the single agency 
in question. Several other agencies 
of the company approximate in re- 
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sults the above-mentioned agency, 
but the work of these agencies has 
cost the company no more and no less 
per thousand dollars of business se- 
cured than would have been the case 
had they been handled with less ef- 
ficiency and secured less business for 
the company. 


TARDY JUSTICE. 


‘*Six months ago John A. McCall, president 
of the New York Life and one of the greatest 
powers of the financial world, appeared with 
supreme confidence before the Armstrong com- 
mittee, assumed the entire responsibility for the 
acts that had been criticised and said that if he 
had the choice to make again he would do the 
same things. Today he lies dead amid the wreck 
of his position and his reputation and his fortune. 
So tragic a fall has silenced the bitterest of his 
critics and sympathy has taken the place of cen- 
sure. It is plain now that Mr. McCall was the 
chief victim of the system he represented. It is 
plain that, inexcusable as his methods were, he 
honestly thought them the only ones he could 
use and that in their employment he thought he 
was faithfully performing his duty to his trust. 
With his absolute eontrol over $400,000,000 of 
assets he could easily have made himself a multi- 
millionaire, and the fact that he died in com- 
parative poverty proves that he was not think- 
ing of his personal profit, nor would humiliation 
have crushed a hardened sinner to death.” 

The above is from ‘Colliers Weekly” of 
March 3, one of the bitterest, and most indis- 
criminating critics of life insurance, and of 
Mr. McCallin particular. Why is it that death 
alone brings sanity and justice? All that 
“Colliers” says now about Mr. McCall has been 
true allalong. Why did not its editor have the 
courage to say it before? 


DEFECTS OF THE DAILY PRESS. 


“The news columns of our newspapers are 
beginning to be largely discredited. Why? 
Because the reports do not correspond to the 
facts, but are modified by the opinion of the 
papers’ owners, There is more mush said about 
this free press of ours than could be made by the 
whole million tons of paper and oceans of ink 
that is wasted. 

‘* With one or two exceptions there is not a 
newspaper that has not a string tied to it. 
Therefore the press is not in the first instance 
going to save this country. Why? It was my 
business during this campaign to read six or 
eight morning papers. There was only one 
paper in all Greater New York that gave either 
complete or invariably fair reports of the meet- 
ings of all the contestants.”—Horace E Deming. 


THE MASSACHUSETTS COMMISSION . 


Governor Guild has exercised singular felicity 
of judgment in his selection of the gentlemen 
who are to act as a commission to codify the in- 
surance laws of Massachusetts. The Commis- 
sioners are ex-Gov. John L. Bates, William 
Whitman and ex. Asst. Attorney-General Fred- 
erick L. Nash. 

Chairman Bates is well known as a fraternal 
man. Some years ago he was a delegate to the 
National Fraternal Congress. He will undoubt- 
edly not be accused of favoritism to the old line 
companies. 

Mr. Whitman is well known as a wealthy 
manufacturer. He is interested in insurance 
from the point of view of the policyholders’ pro- 
tective association of the Equitable. He con- 
tributed some radical ideas to a symposium of 
the *‘ Boston Globe” last Summer. It is under- 
stood that he thinks the life insurance science 
altogether too complicated. It is said that he 
would like to abolish the present complicated 
method of computing the reserves, and substi- 
tute therefore a rule charging by weight 5 cts. 
per pound of the policyholder to age 60 and 10 
cts. per pound at and beyond that age. 

Chairman Bates favors reducing the number 
Vn lx+n 

iz 
so as to bring both sides of the equation into 
better balance. 

Mr. Nash is said to hold * let me make the laws 
for insurance and I care not who collects the 
premiums.” 

Governor Guild has shown great resoluteness 
in preserving the commission from the contam- 
inating influence of insurance men. Naturally 
these by education and experience would be 
prejudiced in favor of a science to which they 
are devoted and might be expected to produce a 
clear and logical arrangement which would ili} 
accord in fitness and opportunity for laudable 
litigation. 


of letters in the formula nEx= 


GRIST FOR THE UNIFORM LEGISLATION MILL. 


Insurance Commissioner Drake’s committee on 
an ideal code of insurance laws, has now the 
Armstrong report for its consideration Adding 
to this the testimony of expert insurance men 
delivered at Albany and the large number of 
briefs and articles in the press upon disputed 


matters, the committee has an enviable opportu- 
nity of preparing something worth while for the 
September convention of insurance commission- 
ers. The wholesome effect of sober second 
thought on the part of the destructive critics of 
the business must certainly be reflected in the 
conclusions of the convention. 

There are unfailing signs showing to the care- 
ful observer that the public has tired of the in- 
surance sensation, and is prepared to accept 
reasonable assurance that the evils exposed are 
to be corrected. The constructive work should 
therefore be as speedy as possible. The self con- 
stituted transformers of the business of all kinds 
and descriptions having shot their several bolts 
should retire forthwith into the obscurity of 
their own affairs. 
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WHY PEOPLE MUST BE URGED TO TAKE LIFE INSURANCE. 


Joun M. HoLcoMBe, PRESIDENT PHCENIX MUTUAL LIFE. 


It can now be inquired whether a 
human life can have a definite worth 
which can be measured with any de- 
gree of accuracy. But the life of 
every man who earns more than suffices 
for his actual personal expenses is of 
pecuniary value to some one beside 
himself. 

Family ties are needed to develop 
the highest value of a human life. 
But while this value thus reaches its 
greatest capacity, there devolves upon 
its possessor the responsibility of sup- 
porting those who have by his own 
choice and act the right to depend 
upon him for the necessities of life. 
The family, then, has a clear and in- 
disputable interest in his earnings. 
This they have day by day, month by 
month, and year by year, and this in- 
terest extends into the future as far 
as they need it. Without it they will 
suffer privation or be dependent upon 
charity, in eitherof which conditions 
their natural protector has no right 
to place them. 

But what of this life itself? Has it 
a value beyond what it produces ina 
month or a year which can be meas- 
ured with any degree or accuracy? 

It will not be denied that certain 
persons must and should be supported 
at the public expense. but the fewer 
there are of these the better will be 
the morals as well as the finances of 
the community, and life insurance is 
continually reducing this dependent 
class. Itis not the man who lives to 
old age, supports and educates his 
children and saves a competency, who 
contributes to the class who are appli- 
cants for public charity. But the one 
who is taken away while his children 
are infants and who has not had the 
time given him, no matter how affec- 
tionate und thrifty he may be, to pro- 
vide for their needs, isa liberal con- 
tributor to the membership of the or- 


phan asylum and almshouse. He may 
avoid this danger by postponing mar- 
riage for such time as will enable him 
to accumulate a sufficient sum to in- 
sure the comfort of a family, but 
neither morality nor the public wel- 
fare will be best served by the estab- 
lishment of sucha principle. By the 
payment of comparatively small sums 
at convenient intervals, he can relieve 
himself of the responsibility of the dis- 
tress which would fall upon his depen- 
dents in case of his premature death. 

If a man has a building he will take 
the trouble to haveitinsured. Will he 
insure his life of his own accord, even 
if he is convinced that some life in- 
surance company will carry his risk 
at a small expense ratio? 

In the year 1904 there was living in 
a small town in Alabama a young far- 
mer named Robert Burt, 25 years of 
age. He was sober, industrious and 
frugal, and had some two years before 
that time married the daughter of a 
neighbor. 

An agent of a northern life insur- 
ance company in the course of his 
travels visited Robert Burt and ex- 
plained to him the nature of life in- 
surance, and why as he was situated 
it was his duty to secure some protec- 
tion for his wife and child. After giv- 
ing the matter careful consideration, 
he concluded to take a policy on his 
life. The agent prepared the applica- 
tion, secured a physician who had 
been appointed by the company to 
make its examinations, had Robert 
Burt examined, sent his application 
to the head office, and in due time re- 
ceived the policy, for which he paid 
the first premium of $21.02. Of this 
amount the agent received a commis- 
sion of $10.51, and out of the remain- 
der paid the medical examiner for his 
services. More than 50 per cent. of 
the premium went for expenses. 
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Within twelve months Robert Burt. 


was taken sick and died, and his fam- 
ily received $1,000, which was all they 
had. The question arises whether 
this insurance cost too much,— 
whether Robert Burt should have 
read the newspapers and taken mathe- 
matical advice as to whether life in- 
surance was not more expensive than 
it ought to be, and whether he ought 
not to have refused to take a policy 
unless it could be shown to him that 
the expense ratio of the company was 
less than 10 per cent. of the premium, 
which it probably would have been 
had it not been for the fact that the 
agent was earning a living in this busi- 
ness and also had a family to support. 

Is an institution maintaining an or- 
ganization which not only will gather 
members from distant points, but will 

lso do it in a way which will be safe, 
doing a valuable work for the people 

t large—not only for those who di- 
rectly take advantage of its services, 
but also for others who help maintain 
almshouses and orphan asylums? 

Is it possible to compare the ex- 
penses of an institution of this char- 
acter with those of a savings bank? 

Is it reasonable to claim that be- 
cause the expense ratio of an old es- 
tablished company is too high, that 
that of a young and growing one, 
honestly and intelligently managed, 
should be less? 

The man who seeks the truth should 
answer all these questions before he 
condemns the institution of life insur- 
ance. 


LOWER INTEREST RATES. 


The trend of interest rates is slowly but surely 
downward. The policy of the company is the 
exclusion of all stocks and of the bonds of indus- 
trial corporations. While this results in the 
holding of as clean a set of securities as it is pos- 
sible to gather together, the field of investment 
is materially narrowed, and with the slight gen- 
eral shrinkage in rates, the net earnings are 
naturally limited. The rate realized in the face 
of all this was excellent and the directors believe 
that the comparitively immaterial sacrifice as to 
rates received is fully warranted by the greater 
safety of the principal, which is after all the vi- 
tal consideration.—Stephen H. Rhodes. 





BLAGGE’S BOOK. 











James H. Blagge, supervisor of agencies for 
the Conservative Life, is the author of a little 
volume entitled ** Suggestions to the Beginner in 
Life Insurance Field Work.” It is evident at 
once that this is the result of personal experience 
in actual soliciting. Many manuals of this 
description are ground out for the use of begin- 
ners, but itis only upon rare occasions that one 
appears which is worth a second reading. Mr, 
Blagge’s work is of this sort. It contains sug- 
gestions of the highest value to solicitors, not 
only green men but to the more experienced. 

It is quite refreshing to find this frank state- 
ment at the outset: ‘In all truth it may be said 
that the beginner without iniative or some power 
of self direction, has been grossly deceived by 
the person who induced him to adopt the rate- 
book and application as his weapons in the 
humane war upon selfishness.” 

About all the stock excuses for postponing 
action by the prospective insurer are enumerated 
by Mr. Blagge, and appropriate answers sug- 
gested. {n regard to aggravated instances of 
competition the author thinks that *“ paradoxical 
as it may sound, there is absolute truth in the 
statement that the best way to meet it is to run 
away ; this is the wisest course, because even if 
one of the many solicitors involved finally gets 
the application, the chances are a hundred to one 
that he gets no commission with it and is out his 
time as well as his temper, and has in addition 
probably made an enemy of at least one of his 
competitors.”’ 

Here is sound advice to the new agent who 
has a case turned down. “‘ When a company 
decision goes against him he should accept it 
cheerfully. Company officials are human, and 
it is natural to do all we can for a ‘ cheerful 
loser,’ while little attention is paid to the 
chronic ‘kicker,’ who seems incapable of 
understanding that other people have rights 
equal to his own.” “The solicitor who is 
shrewd enough to put the company’s interest 
ahead of his own, never loses anything in the 
long run—either in the field or elsewhere.” 

Against the constant temptation to fritter 
away time the author offers this unimpeachable 
philosophy: ‘‘ The law of compensation which 
runs throughout the entire scheme of life is as 
immutable and unchanging here as elsewhere. 
For every minute, every hour, every day, that a 
life insurance solicitor may waste at one time, 
he must expect poor results for another period. 
A day’s idleness in one month means a day with- 
out results in a subsequent month, and a month 
of wasted energy this year means a month 
barren of profit and encouragement next year.’’ 

Mr. Blagge’s book can be read through in an 
hour, but kept on the solicitors’ desk and read 
at frequent intervals, it should increase his 
efficiency many fold. 
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SPECIFIC OBJECTIONS TO THE ARMSTRONG MEASURES. 


By SAMUEL Davis, ASSOCIATE EDITOR JOURNAL OF INSURANCE ECONOMICS. 


Out of a group of men representing 
companies, among which exist con- 
siderable diversity of practice, it is 
natural that some should object to cer- 
tain provisions of the Armstrong bill 
which appealed as even desirable to 
others. But there was complete ac- 
cord in the opposition to particular sec- 
tions, and these we shall consider in 
detail, passing by those matters on 
which the actuaries themselves differ. 

In the first place, it should be noted 
that the provisions of the bill regula- 
ting the internal affairs of the com- 
panies are not only to apply to domes- 
tic corporations, but to all companies 
that operate in the state of New York, 
a principle which is new to our prac- 
tice and highly objectionable. 

The points upon which the opposi- 
tion centered are: 

1—Section 53, Concerning Penalties. 

2—Sec. 83, Surplus. 

3—Sec. 87, Contingent Reserve. 

4—Sec. 88, Surrender Values. 

5—Sec. 97, Loading. 

6—Sec. 98, Expense Limitation. 

The objection to Sec. 53 is that it 
makes a violation of any provision of 
the entire insurance law a misde- 
meanor, except where such violation 
constitutes a felony. The unreason- 
ableness of this will appear later when 
we shall see that managers are strictly 
limited in expense and at the same 
time are furnished with a criterion 
for estimating the expense which is 
wholly unreliable. 

Sec. 83, Surplus. Aside from the 
fact that this section prohibits the de- 
ferring of dividends, objection can be 
made in two other particulars. The 
insured is given the optional privilege 
of leaving the dividends to accumulate 
at interest, a purely banking feature, 
which is not permitted by the chart- 
ers of all companies; the insured is 
also allowed at any time to change 
his dividends into reversionary addi- 
tions, regardless of the state of his 


health, which would be manifestly un- 
fair. The section is also crudely 
drawn, in that it requires each year’s 
actual earnings to be distributed, thus 
ignoring the violent fluctuations which 
may appear at times in the mortality 
or other elements of the earnings of 
a single year. If adopted as it stands, 
the section would make much trouble 
for even the best dividend paying com- 
panies in explaining to the layman 
the irregular course of his dividends. 

Sec. 87 sets the limit to the amount 
of contingent reserve which may be 
held by the group of large companies 
at 2 por cent of the reserve liability. 
This is absurd on the face of it. Such 
a rule would have brought about in- 
solvency to some companies in panic 
years. The former Massachusetts 
rule which allowed the retention of a 
sum not in excess of 10 per cent of the 
reserve liability, is restrictive enough 
for all purposes. Although even then, 
much depends upon the basis on which 
the assets are valued and the liabilities 
computed; the Australian Mutual 
Provident for example, carries a very 
small surplus, but has its assets and 
liabilities valued in a much more con- 
servative way than is in use in our 
own country. 

Sec. 88, like some others which are 
vital in their importance, undertakes 
to enact non-forfeiture laws for foreign 
corporations, without regard to the 
requirements of this nature already 
prescribed by the charters of these 
corporations. This at once raises a 
consititutional question of grave im- 
portance, and this in the face of 
the fact that there is no necessity 
for any such controversy. Competi- 
tion between them has already 
caused many companies to go much 
farther in the direction of liberality 
than is required by the proposcd law, 
and it would seems that the New York 
legislature would do all that the situ- 
ation demands by making its non-for- 
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feiture provisions apply to the cor- 
poration of its own state. The pro- 
posed action is so clearly contrary to 
principle, that itis unnecessary to dis- 
cuss the wisdom of the proposed sur- 
render conditions, further than to say 
that it is most peculiar to allow, as 
this section surely does, a larger sur- 
render value to the policyholder who 
has borrowed on his policy, than to 
the one who has not. 

We now arrive at the most serious 
innovations of the whole bill, sections 
97 and 98. These relate to the ‘‘load- 
ing upon net premiums’”’ and ‘‘limita- 
tion of expense.’’ In these two sec- 
tions are to be found the issues of life 
or death for the life insurance busi- 
ness in New York state. With all 
the solemnity and seriousness which 
the gravity of the situation demanded, 
the speakers at Albany who have 
grown gray in the work, declared with 
one voice, the utter impossibility and 
futility of attempting to continue 
business under the conditions laid 
down in these sections. 

The first of these says that ‘‘no life 
insurance corporation shall add a 
greater loading to the net premium 
for each thousand dollars of any kind 
of insurance than the loading for the 
Same amount at the same age in the 
case of an ordinary whole life policy.”’ 
Everybody knows that the present 
loadings are none too great. To obtain 
the same amount of loading under 
the proposed rule, the premium upon 
the ordinary life policy would need to 
be increased. In the case of the Mu- 
tual Benefit, which already has a very 
light loading the premium increase 
would be from $26.35 to $29.94, at age 
35, the latter premium being larger 
than is now charged by any company. 

Sec. 98, is the masterpiece of the 
committee’s effort. Itis relied upon 
at once to reduce expenses, provide a 
more elastic theory of valuation, 
achieve the goal of making the new 
business pay its own cost, equalize 
commissions,—in short to usher in the 
life insurance millennium. And if in- 
deed, a winding sheet can be made to 


serve for an ascension robe, this sec- 
tion will surely accomplish the de- 
sired end. 

The foundation of this effort is 
found in the ‘‘select and ultimate’’ 
theory of valuation. This method an- 
ticipates the mortality savings of the 
first five years of the poiicy, which 
are considerable, and releases them 
towards defraying the expense of ob- 
taining new business. If these sav- 
ings were amply large for this purpose 
it might be worth while to discuss the 
advisability of using the method. As 
a matter of fact, it was shown very 
clearly at Albany, that the conclusions 
drawn from a hypothetical case set 
up were incorrect, for three reasons: 

First, the figures for first year’s ex- 
pense supplied by the Massachusetts 
Mutual, Northwestern and Provident 
Life and 'l'rust for the committee’s 
gain and loss exhibit, did not include 
every item properly chargeable to the 
cost of new business; in the case of 
the Northwestern, the present worth 
of its renewals was omitted from the 
figures. According to the testimony 
of its former actuary, Mr. McClintock 
for each $1,000,900 of new premiums 
this item would amount to $392,235. 

Second: That while Sec. 97, of the 
proposed law, reduces the aggregate 
loadings quite materially, the Arm- 
strong report, on p. 409 (new edition), 
takes the entire amount furnished by 
the method now in use to support its 
theory that this sum, when increased 
by the anticipated mortality savings 
would actually have been sufficient to 
meet the expenses of the three com- 
panies chosen for the illustration. 

Third, while under the ‘‘select and 
ultimate’’ theory the gain on first 
year’s mortality is taken at 50 per 
cent., the actual mortality saving 
in the illustration used was much 
greater; in place of 50 per cent., the 
actual saving was from 63 to 75 per 
cent. That is, the amount available 
for expenses is taken as larger than it 
would be under the law, unusual mor- 
tality gains are added, and a sum 
which is smaller than the expenses 
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really were is deducted, in order to 
make an apparent showing that had 
the three companies named operated 
in 1904 under sections 97 and 98 of the 
proposed law, their expenses would 
have come within the provisions made 
therefore. 

Upon this frail foundation is erected 
Sec. 98 which limits the provision for 
expenses to an impossible figure, and 
makes the official who exceeds this 
provision by the sum of one dollar, 
guilty of a misdemeanor. Small 
wonder, that one after another, the 
officers and mathematicians of com- 
panies told the committee, that the 
impossibility of conforming to the re- 
quirements of such a measure, would 
compel them to abandon their valu- 
able interests and withdraw from the 
state. 

To briefly comment upon the provi- 
sions of the bill which may be fairly 
said to be revolutionary, we see that 
in the attempt to regulate the affairs 
of foreign corporations, the principle 
of interstate comity is so sharply as- 
sailed that even if these withdraw 
from New York, as they are bound 
to do if the bill is enacted in its pres- 
ent shape, action is sure to be taken 
by other states, reprisals will be made 
and the whole business will be thrown 
into great confusion. 

Why has the committee gone to such 
extremes? The underlying purpose 
of the Armstrong bill is good, many 
of its provisions are excellent. It 
seems to me that the committee has 
got beyond its depth. Until the Al- 
bany hearing, all the influence brought 
to bear upon it was from sources out- 
side the business. In actuarial mat- 
ters it was compelled to rely upon its 
chosen assistant in that field. The 
lack of practical experience in the 
problems which confront company 
managers in daily business made them 
wholly dependent upon theory. VCon- 
sequently their conclusions upon 
purely technical matters are as wide 
of the mark for practical purposes as 
the deductions of the old Manchester 


school of political economists, who al- 
ways overlooked in their reasonings 
the sentimental side of human nature, 
regarding it as a machine only, which, 
of course, it never is. 

The underlying purpose of the Arm- 
strong bill is all right, its sane pro- 
visions are badly needed. The trouble 
is that it is too tight and rigid; 
would strangle the business it is 
honestly endeavoring to conserve. 
There is good ground to hope that the 
Armstrong committee will give heed 
to the earnest men who have appeared 
in consultation with it and so enact a 
practical and reasonable measure 
which honest companies can work 
under successfully. 


“*SELECT AND ULTIMATE.” 


In a recent number of the Journal we said: 

“As to the method suggested by Mr. Dawson 
for modifying the reserve system on account of 
a mortality experience more favorable than the 
tables that is another question, subject to debate 
from various points of view. It is true that on 
the average the mortality experience of the com- 
panies during the first five years is more favor- 
able than the tables, but this is not always the 
case. 

“Another question which will arise is: Why 
should the mortality savings of the first five 
years be taken out of the reserve for the first 
year? Why not distribute it equally throughout 
the five years?” 

Mr. Dawson replies, through the “‘Chronicle,” 
as follows: 

**The ‘reserve liability’ of a life insurance com- 
pany is that sum which, together with all future 
premiums and interest at a certain rate, will just 
enable it to meet its poliey obligations. 

“The ‘select and ultimate’ is the correct mea 
sure of this reserve on the basis that the usual 
net premiums will be realized, and that death 
losses will be as per the ‘select’ assumptions 
during the first five years; and as per the full 
table thereafter. This can be shown by working 
it out for a group and actually meeting the claims 
that arise, with nothing left over. 

‘While, incidentally, it sets free the gains by 
reason of selection, this is not a necessary fea- 
ture; the principle would be sound, even though 
the effects of seleetion were adverse instead of 
favorable and a higher, instead of lower, death- 
rate were to be expected. 

**Merely to allow off the current year’s mean 
reserve by the ultimate table the estimated 


salvage for the remainder of the policy year, 
repeating this each of the first five years, would 
be inconsistent; for it would be assumed 
throughout that mortality as per the ultimate 
table was expected, until the year was at hand, 
when the assumption would be altered for that 
year’s mortality, though applied yet to the mor- 
mortality of every other year.” 
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PITHY SENTENCES AT THE ALBANY HEARING. 
2:2 


Sen. Armstrong: Governor Woodruff is with us today in the capacity of 
guide, philosopher and friend. 


President Ide: The bill is revolutionary in character. 


Counsel Lindabury: The policyholder should not be considered at the ex- 
pense of the agent. 


Major Ashbrook: Had there always been an annual accounting, you gentle- 
men would not have sat for six months on this business. 


Actuary Sartelle: The cornerstone of the Massachusetts law is the cash 
value; itis not provided for in this bill; we say in a spirit of sadness and not 
in pride or boasting, if this bill goes through as drawn we must withdraw. 


Committee of actuaries: Why is it any more scientific to anticipate future 
mortality savings than to anticipate expense loadings on future premiums? 


Senator Grady: I don’t see how insurance costs; you can’t get that through 
my head. 


Actuary Barker: Icansayon behalf of the Penn Mutual that this bill 
would compel it to become almost a corporation of the state of New York. 


Actuary Weeks: Even the government of New Zealand where the process 
of socialization has gone the farthest has not taken this step or anything 
like it. 

Actuary Van Cise: Iappeal to youin the name of American liberty that 
you do not deny to the citizens of this great Empire State the freedom of con- 
tract which they have always enjoyed in the past. 


Vice-President McClintock: So that the Northwestern would have to cut 
down its expenses in 1904 more than one-third to do business in New York. 


Actuary Rhodes: The interests of our policyholders would not be conserved 
by discarding our plans and experience and adopting new and untried theories 
which run contrary thereto and which do not commend themselves to our 
judgment. 


Actuary Moir: Perhaps I should explain what a twister is. 

Actuary Weeks: This legislation is of a rather startling nature. 

Actuary Van Cise: Smith and Jones have become drunkards; Smith and 
Jones have bald heads; therefore bald heads produce drunkness. This is the 


character of reasoning employed by those who denounce deferred dividends as 
the cause of all the trouble. 


Vice-President English: The public mind is an extremely unreliable index 
of what is proper and best in the business. 


Unuttered thought of many: ‘‘And the name of the whole atrocious mass 
is—HEEP.”’ 


a 
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GAIN AND LOSS EXHIBIT FOR MASSACHUSETTS. 


A bill introduced into the Massa- 
chusetts legislature which would re- 
quire life companies to file annual gain 
and loss exhibits, met with no opposi- 
tion at a hearing upon the proposal. 
The sponsor for the bill made no ob- 
jection to extending the time for filing 
the statement to June ist. What will 
be done in executive session of the in- 
surance committee is another matter, 
but the impression prevails that the 
bill will be reported favorably. This 
is quite an innovation for Massachu- 
setts, whose commissioners have 
strongly opposed the inclusion of the 
gain and loss exhibit in the depart- 
ment blanks. At the convention of 
insurance commissioners last fall, the 
adoption of the exhibit was defeated 
by Commissioner Cutting, who cast 
the deciding vote against it. The 
Journal has opposed the exhibit in its 
present form because of the wholly 
unreliable nature of the returns made 
under it. Compelled to compile it for 
the departments by Feb. 15, it becomes 
utterly impossible to obtain accurate 
figures, and the accountants there- 
fore make the best guesses possible. 
Not only this, but ideas, as to the 
proper influence to be given certain 
modifying factors which determine 
results, probably differ for each com- 
pany. On this point the Journal said 
in a recent issue: 

If perfectly just and correct conclusions could 
be drawn from a device of this sort, it would be 
most welcome. But the exhibit as it stands is a 
burlesque upon common honesty. If all com- 
panies were of the same age, if they all-issued 
contraets identical in their provisions, and if each 
company had just as much of the various kinds 
of business on its books as each other company, 
a good beginning would be had towards a correct 
comparison. But what is most important is 
that the man who compiles the figures should 
have exactly the same personal equation of hon- 
esty, imagination and skill in one company as 
that possessed by the accountants of all the 
others. Inasmuch as the element of imagination 
enters largely into the composition of the exhibit 
as at present constituted, it may be seen at once 
how important it*is that this factor should be 
uniform. 


An important point is gained in the 
bill under consideration by having the 
exhibit compiled in June instead of 
January. This affords time to get the 
actual mortality gains in place of es- 
timates, and the entire affair is taken 
out of the strenuous season of the 
year and put in a period of leisure 
when there is abundant time for 
careful preparation. The old objec- 
tion on the score of the varying per- 
sonal equation, is still to be met. It 
would seem that the only way to ob- 
viate this difficulty is to have the 
same accountant make, or supervise 
the making of, the figures for all the 
companies. This can be done by an 
extra official for the department who 
might be denominated a traveling au- 
ditor. This official being on the road 
for ten months of the year, say, could 
upon his first visit, in conference 
with the company’s actuary, agree 
upon the method of gathering and ar- 
ranging the data. The next year this 
matter would come in from all the 
companies in nearly the same shape. 
When. necessity arises for deciding 
upon allowances to be made for modi- 
fications of items, necessitated by 
company individuality, the same mind 
makes the decision forall. As a re- 
sult we secure a uniform tone or har- 
mony which is lacking in results ob- 
tained at present. This traveling of- 
ficial would fill a very useful place in 
connection with the accounts gen- 
erally. He could give advice upon 
other matters connected with the an- 
nual statement which would be very 
valuable in improving the quality of 
‘*the goods.’’ Masssachusetts, if the 
gain and loss exhibit should be 
adopted, could well afford to add this 
new Official to the department’s staff. 
We should then have a balance sheet, 
that while it would still be open to ob- 
jection where used asa definite and 
final measure of comparison between 
compunies which differ radically in 
history and constitution, would be 
as great an improvement over the ex- 
hibit now in use as the micrometer 
gauge was upon the two-foot rule. 
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EUROPEAN VIEW OF INCREASED COST IN AMERICA. 


Extract from article translated for Moody’s Magazine. 





The net earnings of the investments 
of the American companies have been 
larger than those of foreign compa- 
nies, and larger than they would have 
been if the policy had been pursued of 
investing only in the highest classes 
of bonds. The men who have author- 
ized these investments, as members of 
the finance committees of the insur- 
ance companies, have usually been 
men at the very top of la haute fi- 
nance in New York. If slightly spec- 
ulative risks have occasionally been 
taken, they have been based upon ac- 
curate ‘‘inside information’’ regard- 
ing the securities involved, and upon 
judgment long tested and eminently 
successful in American finance. More 
and more in recent years, moreover, 
the tendency has been to exclude 
speculative risks altogether from in- 
surance investments, and to fall back 
upon what are known in America as 
‘gilt edged’’ securities; or, in Paris, 
as ‘‘securities of the first order ” 

The fact that America was a new 
country, where capital earned higher 
returns than in the old countries, was 
down to recent date one of the funda- 
mental reasons for the success of the 
American insurance companies. A 
decade or two ago, when good railroad 
bonds paid 5 per cent., and secure 
loans on real estate 6 or 7 per cent., 
the American companies were able to 
easily distance their European rivals 
in earnings on their investments. 
Hence came their ability to cut under 
the English and French companies in 
their own field by more enticing offers 
of dividends and lower premiums. It 
is not surprising that continental in- 
surance companes, unable to face the 
competitive power of high interest 


earnings, have sought special legisla- 
tion to drive the American companies 
from the field of Germany, Austria- 
Hungary, France and other countries. 

The advantage of the American 





companies in this respect, however, 
has been steadily declining toward the 
level of similar investments in older 
and more settled countries. In the 
Onited States themselves there has 
been a difference between the earning 
power of investments in the East and 
in the West, especially on real estate 
loans, which has given an advantage 
to some of the Western companies. 
Thus, the Northwestern Mutual Life 
Insurance Company was able in 1903 
to show net earnings on investments 
of 4.21 per cent., while the Equitable 
of New York showed only 3.70 per 
cent.; the Mutual Life, 3.96 per cent., 
and the New York Life, 4.17 per cent. 
Much greater differences would have 
been shown by similar comparisons 
for a decade or twoago. Even in the 
West, at the present time, in conse- 
quence of the extension of banking 
facilities, the accumulation of loan- 
able capital, and the settlement upon 
firm foundations of the conditions of 
credit, the frontier of large returns 
upon investments has been steadily 
driven farther inland, and the time is 
not far distant when the Western com- 
panies will have no material advantage 
in this respect over their Eastern com- 
petitors.. It is to the credit of the 
men at the head of American life in- 
surance companies that they have 
never been tempted by the fierceness 
of competition to reduce annual pre- 
mium charges below the limit of 
safety. Influenced in some cases by 
state laws, but often suggesting those 
laws, they have kept their premium 
rates fully up to the requirements of 
the mortality tables, with adequate 
additions for expenses. They have 
left to the assessment companies the 
hazardous and criminal business of 
collecting premiums barely adequate 
to meet the requirements of the youth 
of the company, and trusting to luck 
or the infusion of ‘‘new blood’’ to 
meet the growing requirements of 
later years. Slight reductions in pre- 
mium rates have occasionally been 
made, but they have been well within 
limits of safety and have not essen- 
tially retarded the accumulation of 
the large surplus funds which are the 
pride of the big companies. Looked 
at simply as financial institutions, the 
American insurance companies occupy 
a position which is unassailable. 





























A phrase coined and brought into current use in 1899 by the ‘‘Journal of 


Insurance Economics,’’ and now universally accepted in the insurance vocabulary. 


The “JOURNAL OF INSURANCE ECONOMICS”’:—A distinctive mag- 





azine with a distinctive name and a distinctive purpose. 


A positive influence for good and a power in moulding public opinion. 


Untrammeled in policy— Definite in aim — Trustworthy in fact — Truly in- 


dependent in all things—A magazine of progress. 


The best there is in Insurance Literature. 




















THE FINAL TEST OF SKILL AND 
ECONOMY OF MANAGEMENT #¥ # 











Published by THE JOURNAL OF INSURANCE ECONOMICS 
159 Devonshire St., Boston, Mass. Price, One Dollar per copy 





























Insurance Journals worth 
Patronizing 


Insurance Engineering, 120 Liberty 
St., New York, N. Y. Especially devoted 
to engineering matters, particularly in their 
relation to fire insurance. The only pub- 
lication of its kind, and particularly valu- 
able to insurance experts. 

Price, $3.00 per year; 25c per copy. 


The Insurance Field, Louisville, Ky. 
Branch offices, Chicago and Atlanta. An 
up-to-date weekly newspaper covering all 
departments in the Southern and Western 
fields. Of particular value to agency in- 
terests. Special life insurance supplement 
once a month. Covers its particular field 
better than any other paper. 

Price, $3.00 per year; single copies I5c. 


Insurance Post, Royal Bldg., Chicago, 
Ill. A fortnightly insurance review. 
Strong in its editorial articles and contain- 
ing features of special value to all insur- 
ance men in the Western field. 

Price, $2.00 per year; single copies 15c. 





Insurance Press, 120 Liberty St., New 
York, N. Y. A weekly newspaper cover- 
ing all branches of insurance in the East- 
ern field, as well as general and specific 
information of interest to all insurance 
men. Contains special features in fire and 
life departments not found in other papers. 

Price, $5.00 per year; 15¢ per copy. 


The Standard, 60 India St., Boston, 
Mass. An enterprising weekly covering 
the New England field in all branches 
better than any other paper. Contains 
special features not found in other publi- 
cations. 

Price, $3.00 per year; single copies Ioc. 





The Life Insurance Educator, Louis- 
ville, Ky. A monthly publication designed 
to educate and assist life insurance solici- 
tors in their work. Occupies a distinctive 
field which it covers in a unique way. 
Joseph J. Devney, Editor. 

Price $2.00 per year; single copies 20c. 


Western Underwriter, 145 La Salle St., 
Chicago, I1l., and Cincinnati, Ohio. A first- 
class weekly paper covering the Central 
Western insurance news better than any 
other publication. Indispensable to fire, 
casualty, and life agents in that section. 
Special monthly issue relating to life in- 
surance. 

Price, $2.50 per year; single copies 15c. ; 
special life number, $1.25 per year, 20c. per 
copy. 
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The BEST there is in Insurance 
Literature. 
INTELLIGENCE 
FREEDOM 
BREADTH 
ORIGINALITY 


By the year, $3.00. 
six months’ trial, $1.00. 


Special for 





159 DEVONSHIRE STREET, 
BOSTON, MASS. 











UNEXCELLED IN 


Favorable [lortality 


- AND. 


Economy of Management. 


The Provident Life 


end Trust Company 
OF PHILADELPHIA. 


Rates of Premium Extremely Low 


and still further reduced by 
Annual Dividends. 


Northern Assurance Co. 
OF LONDON, ENG. 
UNITED STATES STATEMENT AS OF JAN. 1, 1906 


Admitted Cash Assets $3,814,971.58 
All Liabilities, including Reserves, . __2,442,212.49 
Net Surplus in United States - $1,372,759.09 


EASTERN AND SOUTHERN DEPARTMENTS 
Company’s Building : : 38 Pine Street, New York 
GEORGE W. BABB, MANAGER 
T. A. RALSTON, Sus-MANAGER 












































What Is the Use... 


of saying ‘‘ the best company ”’ 
or ‘‘ the strongest company ”’ 
or ‘‘the largest company '’’ ? 


They are all these things. 
We say simply 


The Penn Mutual 
Life Insurance Company 


OF PHILADELPHIA. 
ORGANiZED 1847. 


That Tells the Whole Story. 








INCORPORATED 1851 


MASSACHUSETTS MUTUAL 


LIFE INSURANCE U0. OF 
SPRINGFIELD, MASS. 





JANUARY i, 1906. 

$40,082,953 
36,716,579 
$ 3,366,374 


Assets, - - - - 
Liabilities, - - - 
Surplus, - - 7 
JOHN A. HALL, President. 

HENRY M. PHILLIPS, Vice-President. 

WM. W. McCLENCH, 2d Vice-President. 
WM. H. SARGENT, Secretary. 


F. C. SANBORN, Manager 


For Eastern Massachusetts, 
31 MILK ST., BOSTON. 





Incorporated Und r the Laws of Massachusetts. 


The Columbian 
National Life Insurance 


Company 
...«-BOSTON, MASS. 
PERCY maaan Riaciias. 


FRANKLIN W. GANSE, 
Vice-President and Director of Agencies 


WILLIAM H. BROWN, Secretary. 





Inducements 
are 

Offered Intelligent 
and Reliable Men 


to enter the service of 


The Mutual Life 
INSURANCE COMPANY OF NEW YORK 


It is the largest and best Company in the world 
and the most satistactory Company to represent 


Exceptional 


Applications may be sent to 
GEORGE T. DEXTER 
Superintendent of Domestic Agents 
32 Nassau Street New York City 





1860 th Year 1906 


HOME LIFE 


insurance Company of New York. 
GEORGE E. IDE, President. 
Assets, $17,886,594.88 Liabilities, $16,457,194.41 


(Including lividend-Endowment Fund) 

Dividend-Endowment Fund, (Deferred Dividends) $1,453,907.00 
Contingent Fund - - - . - 225,000 00 
1,204,400.47 


Net Surplus 
79,775,340.00 


Insurance in Force - . - . ° 

The Home Lite supplied one of the marvels of the present inves- 
tigation—an insnrance company without any obvious scandals. 
N. Y. Tribune, 12-12-05, 

Mr. Hughes’ inquisition was not less searching than before, but 
the officere of the Home Life Insurance Company apparently sur- 
vived it unecathed, N. ¥. Herald, 12-12-05. 


Detail Statement furnished upon request. 





The attention of Reliable Agents in search 
of desirable contracts is called to the 


JOHN HANCOCK 


MUTUAL LIFE INSURANCE COMDANT 


OF BOSTON 


S. H. RHODES, President. 

ROLAND O. LAMB, Vice-President. 

WALTON L. CROCKER, Secretary. 
None but the best forms of Life, Endowment, Term 
and Instalment Policies issued. See our Optional An- 
nuity Policy. Good Agency contracts to the right men, 

FRANCIS MARSH, 
Manager for Eastern Massachusetts, 

John Hancock Bldg. - 178 Devonshire St. 





“The Leading Fire Insurance Company of America’ 


, 
= 


Witt. B. CLARK, President. 





THE METROPOLITAN 
LIFE INSURANCE CoO. 


(Incorporated by the State of New York) 
The Leading Industrial Insurance Company in America.’ 


Pays over 395 Death Claims Daily. 
Insurance in force of over $1,596,509,769 


Permanent, Profitabie, and Progressive Employment. 


AGENTS WANTED. 

Any honest, capable and industrious man, who is 
willing to begin at the bottom and acquire a com- 
»lete knowledge of the details of the business by 
iligent studyand practical experience, can, by dem- 
oustrating his capacity, establish his claim to the 
highest position inthe field. Itis within his certain 
reach. The opportunities for merited advancement 
are unlimited. All needed explanations will be fur- 
nished upon application to the Company’s Superin- 
tendents in any of the principal cities, or to the 
Home Office, No. 1 Madison Avenue, New York City. 
































YOUNG MEN—-MAKE MONEY 


There are opportunities 
to represent a big, sound 
up-to-date Life Insur- 
ance Company in a prof- 
. itable manner. 

jf rig eS erotent sepeonente- 
x tives make money. ey 
ae i : have most varied forms 
Berets of policies and advan- 
tageous contracts with 
liberal commissions. 
The attention of young 
men, particularly young 
men starting in business 
is especially sought. 
Write for full informa- 
tion regarding these un- 
usual opportunities. 


THE PRUDENTIAL 


INSURANCE COMPANY OF AMERICA. 
Incorporated as a Stock Company by the State of New Jersey. 


JOHN F. DRYDEN, Home Office, 
President. Newark, N. J. 


TAT E Mutual Life 


MINN RS AS 
...Assurance Company 
Worcester, Mass. 








,/ STRENGTH OF. ; 
; GIBRALTAR 








INCORPORATED 1844. 


Financial Statement, Jan. I, 1905. 


Assets... . $25,457,929.45 
Liabilities . . 22,905,552.00 


SURPLUS. $2, 552,377.45 


A. G. BULLOCK, President. 
H. M. WITTER, Secretary. 
BURTON H. WRIGHT, Supt. of Agencies. 


he LIFE, ENDOWMENT 
and ANNUITY POLICY 


IsstED ONLY by THe 


PHOENIX MUTUAL LIFE INS. CO. 


OF HARTFORD, CONN. 
Is the Rest for the Insurer to Buy or Agents to Sell. 
Covers every contingency of life. Particulars on appli- 
cation at Home Office. 














AGENTS IN ALL CITIES. 





National Life 


Insurance Company 
OF MONTPELIER, VERMONT. 
Established in 1850. Operating in 44 States. 


Josepu A. DE BOER, President. H. M. CUTLER, Treasurer. 
JAMES T. PITELPS, Vice-Prest. \. B. BISREF. Med. Director. 
JAMES B. Ester, 2d Vice-Prest. C. E. MOULTON, Actuary. 
OSMAN D. CLARK, Secretary. F. A. HOWLAND, Counsel. 








This Company held January I, 1906, and gained 
during the past decade: 


ASSETS, $34,519,093.04 Gain, 184% 
SURPLUS, 3,821,752.51 Gain, 165% 
INSURANCE, 145,480,904.00 Gain, i09% 





Sells the Best and Most Modern in Life, 
Term, Endowment and Annuity In- 
surance. 











JAMES T. PHELPS & CO., State Agents, 
159 Devonshire St.,. BOSTON, MASS, 





SORELE eRe LSTA ERE EM EEE BORER AE cae a aE 
Some of the cardi- a 
ae | CONSERVATIVE 








3 pol eeeot the UNION =: 

J manage- 

PROGRESSIVE ment are—to be . Fe 

servative inthe sg 

FAITHFUL choice ofinvestments ¥ 

—to be progressive in § 

the prosecution of the business—to be faith- 2 
ful to the interests of policyholders. 
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8 Agents of like inclination cordially welcom d % 
sx. Union Mutual Life Insurance & 
38 Gos 
= Company a 
Bo PORTLAND, mame. eo 
#2 FRED E. RICHARDS, Presiden gy 
#2 HURL. BATES, Vice-President. 3: 
Fa For Territory Pry either EDSON D. SCOFI' LD, #: 
2 § a re tage 180 Broadway, New York City, THORN- q 

} 


‘ TON CHASE, Superintendent, 84 Adams Street, Chicago, #3 
Ills. £2 








FIRST MUTUAL 


Chartered in America. 


NEW ENGLAND MUTUAL 


LIFE INSURANCE COMPANY, 
BOSTON, MASS. 








Operates on a full 3 |-2 per cent. Reserve 
under Massachusetts Law, and offers 
the very best possible security, with 

a safe, equitable contract. 


FINANCIAL STATEMENT. 








ASSETS, $38,324,422.73 
LIABILITIES, 34,638,296.48 
SURPLUS, $3,686,1. 6.25 


BENJ. F. STEVENS, President. 
ALFRED D. FOSTER, Vice-President 
D. F. APPEL, Secretary. 
WM. B. TURNER, Ase Sec’y 


BERKSHIRE 
LIFE INSURANCE CO, 


OF PITTSFIELD, MASS. 


James W. Hutt, President. 
wv. M. LEE, Actuary. 
THEO. M. ALLEN, Secretary. 
Rop’t H. DAvENPORT, Ass't. Sec’y. 





This Company, with its more than fifty years of 
successful and honorable practice, its solid finan- 
cial condition, its fair and liberal policies, all sub- 
ject to the Non-Forfeiture Law of Massachusetts, 
commends itself both to policy-holder and agent. 





For circulars and rates address 


EASTERN MASSACHUSETTS AGENCY, 


79 Milk Street, Boston, Mass. 
DYER & FOSS, Managers. 
































